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MODERATES HOLD BALANCE OF POWER 


Their Attitude Will Determine Fate of Banking System—Although 
Fundamentally Conservative, They Are Not Immune to Specious 
Reasoning or to Lure of “Noble” Experiments — More 
Educational Publicity Vitally Needed—Nine Months’ 
Analysis of Public Opinion Completed 











BASIC question confronting all 
A ttsetie commercial, sav- 

ings or trust—is whether public 
opinion would condone the emasculation 
of the so-called capitalistic system by 
subjecting finance and credit to the 
vagaries of political control. 

Regulation is not the issue. The neces- 
sity of statutory safeguards and super- 
vision by properly constituted govern- 
mental bodies is almost universally con- 
ceded. 

The creation of a Central Bank is not 
the issue. We could have a Central Bank 
that would not be subject to political dic- 
tation. Abandonment of the Central Bank 
proposal would not necessarily prevent 
the enactment of laws which indirectly 
would assure political dictation. We are 
concerned not with names or forms but 
with the essence of provisions which may 
be considered by the next Congress. 


Public Opinion Will Be Final Arbiter 


Firmly convinced that the eventual 
answer to all such questions would be 
determined by the attitude of the Ameri- 
can public, TRUST Companies Magazine 
for nine months has been making an in- 
tensive study of public opinion as re- 
flected in published comments of men 
whose business success is determined 
largely by their ability to interpret the 
attitude of their own public, namely the 
publishers and editors of daily news- 
papers. This is the final report of our 
study. 

Among the conclusions drawn are the 
following: 

There is not a State in the Union to- 
day that would turn definitely to the 
“Left,” if it were possible to submit to 
the voters a clear-cut issue which could 
be recognized as fundamental. This state- 
ment is made with full recognition of 
conditions in California, and in spite of 
the paradox afforded by Louisiana. 

Ultra-conservatives outnumber politi- 
cal destructionists in this country more 


than three to one, but these two extreme 
groups together make up barely 17 per 
cent. of the total population. 


In the country as a whole, disregard- 
ing State lines, we find ample basis for 
classifying approximately 73 per cent. of 
the voters as conservative, divided about 
as follows: Ultra-conservatives, 13; Con- 
servatives, 19; Moderates, 41. 


Political shuttle-cocks number about 
12 to the hundred. In this category we 
group those who apparently have no set- 
tled convictions. They should not be con- 
fused with the so-called “independent” 
vote. They are the weak-kneed class, 
lacking intellectual or moral stamina. 


The radicals, numbering in all about 
15 to the hundred, may be divided about 
as follows: At the extreme left, the De- 
structionists, numbering barely 4 to the 
hundred; then the Reformers, about 5 to 
the hundred; and the Malcontents, about 
6 to the hundred. 


Reformer Group Most Dangerous 


Of these three radical groups, perhaps 
the most dangerous is the second. The 
Reformer and the Destructionist admit 
no kinship, although both are subversive. 
The radical Reformer is not vicious; he 
has no desire to destroy; he is a fanatic 
who is mentally incapable of understand- 
ing that his policies are incompatible 
with the American system. But history 
proves that fanatics are dangerous. 

In this connection, special interest 
may attach to the grouping of voters in 
the State of California. We divide them 
as follows: Ultra-conservatives 3 per 
cent.; Conservatives 24; Moderates 37; 
Shuttle-cocks 13; Malcontents 6; Re- 
formers 16; Destructionists 1. No other 
State shows such a large proportion of 
radical Reformers. 

A marked contrast is provided by the 
Middle Atlantic States. Here the most 
disturbing factor is not the radical Re- 
former, but the Destructionist. In New 
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York, New Jersey and Pennsylvania, 
considered collectively, Destructionists 
are to be found in the largest numbers, 
both actually and relatively. We estimate 
about 9 to the hundred. The nearest 
“competitor” in this respect is the East 
North Central area with 4 to the hun- 
dred. 

A clearer picture of relative condi- 
tions in various parts of the country will 
be obtained by a study of the table at 
the bottom of this page. It will be noted 
that in certain areas, notably the South 
Central, political Shuttle-cocks outnum- 
ber the three radical groups combined. 
Although in a test of strength, a con- 
siderable proportion of them might be 
swung to the conservative side, no re- 
liance can be placed upon this segment 
of the electorate. For practical purposes, 
they should be counted with the radicals, 
notwithstanding the fact that by doing 
so we exaggerate the actual size of the 
strictly radical elements. Even on this 
basis, our estimates indicate a strong 
majority favoring conservatism in every 
section of the country. 


Moderates Hold Balance of Power 


The crux of the matter is not the size 
of the radical vote but the opinion of 
the Moderates as to whether specific pro- 
posals should be considered as radical or 
as conservative. 

The Moderates unquestionably hold 
the balance of power. Their ultimate at- 
titude is not in doubt, but in their im- 
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mediate reactions they are not immune 
to specious reasoning or to the lure of 
“noble” experiments. 

An illustration of this is provided by 
a comparison of responses to certain 
questions put by the National Industrial 
Conference Board to a large number of 
newspaper and farm journal editors. 

One of the questions was this: “Does 
public opinion in your community be- 
lieve that the hope of profits is essential 
to the progress of business enterprise?” 
More than 94 per cent of the replies were 
“Yes.” The implications of the question 
are obvious. 

Yet the same group of men, replying 
to the more complex question, “Does 
public opinion in your community favor 
Government taking over the banking 
system?” were divided in their opinion 
as follows, “Yes,” 35.6 per cent.; “No,” 
59.7 per cent.; “Doubtful,” 4.8 per cent. 

Could you ask for clearer proof that in 
every financial institution an appropria- 
tion for educational publicity should be 
considered an essential part of the 
budget? 


Distinct Trend Toward “Right” 


A distinct trend toward the “Right” 
in the country as a whole is indicated by 
a comparison of our weighted averages 
for the last three months. These were 
65.4 in August, 65.8 for September and 
66.4 for October. Translated into the 
terms we have been using to describe the 
various groups of voters, these figures 


Grouping of American Voters By Territorial Sections 


Total number in each section taken as 100—Estimates based on nine months’ study 
of public opinion as reflected in editorials appearing in 1,021 newspapers having 
approximately 88 per cent of total daily newspaper circulation of country. 


CONSERVATIVE 


Ultra- 


Cons. 


New England 31 
Middle Atlantic 17 
East North Central 
West North Central 
South Atlantic 
East South Central 
West South Central 
Rocky Mountain 
Pacific 
x Number relatively negligible. 


RADICAL 


Mal- Re- Destruc- 
cont. formers tionists 
2 


Shuttle- 
Mod. cocks 
47 4 
30 18 
34 12 
51 7 
47 8 
52 18 
54 13 
55 5 
39 11 
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mean that the country as a whole is pre- 
dominantly Moderate. 

In considering the credibility of these 
weighted ratings, three facts should be 
recalled ; 

First, that ratings placed on individual 
newspapers were determined by our 
analysis of their underlying policies or 
attitude on fundamental principles, 
rather than their opinion on _ specific 
questions; 

Second, that the relative circulation of 
a daily newspaper in any district is the 
closest available gauge of the publisher’s 
success in interpreting the prevailing 
attitude of his own public; 

Third, that the weighted averages re- 
flect the composite attitude of 1,021 
publishers or editors, checked by more 
than thirty millions of subscribers. 

While great anxiety has been and still 
is felt by property owners as to the re- 
cent trend of political events in this 
country, we feel that the results of this 
survey, coupled with the recent findings 
of the National Industrial Conference 
Board, should prove highly reassuring. 


Weighted Ratings By States 


Weighted ratings by States and sec- 
tions are as follows: 


August Sept. Oct. 
Rating Rating Rating 
New England 
Maine 
New Hampshire... 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 
For section... 
Middle Atlantic 
New York (metro- 
politan area) . 
New York (rest of 
state) 
New Jersey (rest 
of state) 
Philadelphia (dis- 
trict) 
Pennsylvania (rest 
of state) 
For section... 
East North Central 
Cincinnati (dis- 
trict) 
Chicago (district) 63.2 
Detroit (district). 58.6 


79.3 
86.6 
76.1 
76.2 
80.7 
72.1 
76.6 


78.9 
85.0 
75.8 
75.2 
79.1 
72.4 
75.9 


49.5 50.0 


71.0 66.2 72.7 


35.4 49.6 53.9 


71.5 70.4 69.6 
61.0 


57.3 


61.4 
57.7 


63.0 
59.6 


67.5 
64.5 
58.4 


69.7 
61.6 
60.0 


Ohio (rest of state) 68.8 
Illinois (rest of 
state) 
Indiana 
state) 
Michigan (rest of 
state) 
Wisconsin 
For section... 
West North Central 
St. Louis (district) 
Missouri (rest of 


(rest of 


Kansas 
Minnesota 
Nebraska 
North Dakota.... 
South Dakota.... 
For section... 
South Atlantic 
Delaware 
Maryland & D. C.. 
Virginia 
West Virginia.... 
North Carolina... 
South Carolina... 
Georgia 
Florida 
For section... 
East South Central 
Alabama 
Kentucky (outside 
Cincinnati dis- 
trict) 
Mississippi 
Tennessee 
For section... 
West South Central 
Arkansas 
Louisiana 
Oklahoma 
Texas 
For section... 
Rocky Mountain 
Montana 
Idaho 
Wyoming 
Colorado 
New Mexico 
Arizona 
Utah 


For section... 
Pacific 
Washington 
Oregon 
Los Angeles (dis- 
trict) 
California (rest of 
state) 
For section... 
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Trend as Seen by Bankers 


While our ratings have been based en- 
tirely on analysis of editorials appearing 
in daily newspapers, we have been aided 
materially in drawing inferences there- 
from by a large number of letters from 
bankers in various parts of the country. 
Unfortunately, most of our correspond- 
ents requested that their names be not 
used and others failed to say whether 
they regarded their communications as 
confidential or otherwise; however, two 
are quoted anonymously to illustrate the 
nature of assistance we have received 
and the prevailing tenor of opinions ex- 
pressed. 

From Southern California: 

“Since the primary there has been a 
noticeable reaction in the ranks of those 
whose resentment temporarily had out- 
weighed their better judgment. * * * 
Whether or not this swing toward the 
Right can so increase as to defeat Mr. 
Sinclair awaits upon the November elec- 
tion, but that a dormant political and 
civic sense of responsibility has been 
aroused to action is heartening, and, if 
sufficiently quickened, may not only re- 
deem California but the balance of the 
nation as well.” 

From South Central Texas: 

“My opinion is that the trend is dis- 
tinctly away from the New Deal, al- 
though sentiment has not yet begun to 
crystallize on anything definite in the 
way of selection of new leaders or of 
new policies. * * * Confidence on the 
part of the people in the ability of the 
Government to continue to finance these 
expenditures by further issues of bonds 
is beginning to waver, and an indefinite 
fear of what may happen if the Govern- 
ment credit should break down, or if, for 
any other reason, the distribution of 
Federal funds should cease, is beginning 
to pervade the minds of the people.” 


Replies Received by Conference Board 


A tabulation of replies received by the 
National Industrial Conference Board 
appears below. The Board reported a 
total of 5,050 replies from editors of 
papers representing a total circulation 
of almost 25,000,000. This indicates that 
a large proportion of the replies came 


from editors of small papers. Our own 
survey is based on little more than a 
fifth that number of papers, but their 
aggregate circulation is twenty per cent. 
greater. To avoid confusion it should be 
noted also that the Board did not pre- 
sent a weighted summary of the replies. 


Does public opinion favor further increase in the 
national debt? 
353 — 7.3% 
4,279 — 89.1% 
173— 3.6% 


Does public opinion favor reducing the number of 
government employees? 
4,224 — 87.3% 
515 — 10.6% 
99— 2.0% 


Does public opinion favor establishment by law of 
definite standards of private business management 
to be enforced by judicial proceedings and court 
action ? 

1,022 — 21.5% 
3,609 — 76.1% 
112— 2.4% 


Does public opinion favor control of the management 
of private business enterprises by government 
bureaus or officials? 


4,563 — 93.6% 
Doubtful 55— 1.1% 


Does public opinion favor Federal Government going 
into business in competition with transportation 
companies? 

542 — 11.1% 
4,260 — 87.4% 
70— 1.4% 


Does public opinion favor Federal Government going 
into business in competition with power companies? 
1,240 — 25.5% 
3,485 — 71.8% 


Does public opinion favor Federal Government going 
into business in competition with other industry? 
170— 3.6% 
4,513 — 94.9% 
71i— 1.5% 


Would public opinion favor Government taking over 
the banking system? 
1,691 — 35.6% 
2,839 — 59.7% 
Doubtful 226— 4.8% 


Does public opinion favor use by the Government of 
its taxing power or other powers for the specific 
purpose of taking away wealth or income from one 
group and giving it to another? 

1,012 — 21.38% 
3,525 — 74.2% 


Doubtful 214— 4.5% 


Does public opinion believe that the hope of profits is 
essential to the progress of business enterprise? 
4,581 — 94.8% 
234— 4.8% 
Doubtful 44— 0.9% 


Does public opinion favor government control or 
regulation of profits in industries other than public 
utilities? 

1,205 — 25.2% 
3,417 — 71.5% 
158— 3.3% 





HALF OF STATE BANKS AND FIFTH OF NATIONAL 
BANKS ARE IN TOWNS OF LESS THAN 1,000 


Tabulation as of June 30 Shows 872 Banks in Towns of 200 or Less, 2,602 in 
Towns of from 201 to 500, and 2,648 in Towns of from 501 to 1,000 
Population—Mutual Savings Banks Omitted 








number of state banking institu- 

tions and one-fifth of the total 
number of national banks in operation 
June 30 were located in towns of less 
than 1,000 population. 

The total number of banking institu- 
tions under state control as of that date 
was reported by R. N. Sims, secretary- 
treasurer of the National Association of 
Supervisors of State Banks, as 10,903 
(of which 14 were in the Territory of 
Hawaii). The corresponding figure for 
national banks, as provided by the re- 
port of the Comptroller of the Currency, 
was 5,422, or a total for all banks of 
16,325. 

Comparison of the list of all banks 
with population records as of the latest 
census year indicates that 872 banks 
were located in towns having a popula- 
tion of 200 or less, 2,602 in towns of 
from 201 to 500 population, and 2,648 in 
towns of from 501 to 1,000 population. 
Mutual savings banks are not included 
in these totals. 

Of the 6,122 banks in towns of less 


A PPROXIMATELY half of the total 


than 1,000 population, 5,058 were state. 


institutions (including 162 private 
banks), and 1,064 were nationally char- 
tered. (These figures include 54 banks 
in the hands of Conservators as of that 
date.) 

Of the 5,782 banking towns of less 
than 1,000 population, 334 had two banks 
each, while three others had three banks 
each. 

Aggregate capital of the 6,122 banks 
in towns of less than 1,000 population 
was $179,094,000, this figure being 
based on reports appearing in the Sep- 
tember, 1934, issue of Rand McNally’s 
Bankers’ Directory. This was an average 
of approximately $29,250. 

The capital of all banks, as reported 
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from the two sources mentioned above, 
was $3,440,218,345. This indicates that 
the average capital of the 10,203 banks 
in towns and cities of more than 1,000 
population was approximately $196,800. 

Total resources of the 6,122 banks lo- 
cated in towns of less than 1,000 was 
$1,432,334,000, and of all banks $56,- 
522,771,428. 

This indicated an average of $234,000 
for the small town banks, and an average 
of $5,399,400 for banks in places of more 
than 1,000 population. It indicates also 
that banks in towns of less than 1,000 
population held approximately 2% per 
cent. of the total banking resources of 
the United States. 

Of these 6,122 small-town banks, 424 
were credited with having trust powers. 
Of these, 140 were in Iowa, 75 in In- 
diana and 44 in Tennessee. 

A detailed analysis, showing highway 
distance between banking towns of less 
than 1,000 population and the nearest 
banking towns of more than 1,000 pop- 
ulation, was made for Texas, as the larg- 
est state in area, and for New York, the 
largest state in population. 


In Texas, the showing was as follows: 


Cumulative 
Banks in towns of less than 1,000. Totals 


Within 5 miles of larger banking town 11 
Within 10 miles of larger banking town 105 
Within 15 miles of larger banking town 203 
Within 20 miles of larger banking town 268 
Within 25 miles of larger banking town 299 
Within 30 miles of larger banking town 313 

A similar tabulation for New York 
State, based also on highway mileage, 
was as follows: 


Cumulative 
Banks in towns of less than 1,000. Totals 


Within 5 miles of larger banking town 24 
Within 10 miles of larger banking town 93 
Within 15 miles of larger banking town 137 
Within 20 miles of larger banking town 151 
Within 25 miles of larger banking town 156 
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Arkansas 
California 
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Connecticut 
Delaware 
Florida 
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Kentucky 


Louisiana......... 
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Maryland........ ; 
Massachusetts... .. 
Michigan......... 


Minnesota 


Mississippi........ 
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New Hampshire... 


New Jersey 
New Mexico 
New York 


North Carolina.... 


Oregon 
Pennsylvania 
Rhode Island 


South Carolina.... 


South Dakota 


Tennessee........ : 


Vermont.......... 


Virginia 


Washington....... 


West Virginia 
Wisconsin 
Wyoming 


Grand Total.... 


Tiara oD 


Average 
Number of Banks in Towns Average Total 





of Less than 1,000 Population Number Capital Resources Number of Banks by 
of bs P Population Classification 
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State Towns’ Bank Banks 

an with 201- 501- 

Total Private National 2 Banks Thousandsof Dollars 1-200 500 1,000 


69 61 $26 $156 3 30 36 
1 1 0 50 340 0 0 1 
111 = *103 8 21 125 6 47 58 
46 30 16 52 456 14 29 
74 53 22 153 30 28 
2 0 75 586 1 1 
13 9 44 525 6 5 
23 22 23 138 10 11 
122 8 *121 20 97 55 58 
30 23 24 196 11 16 
394 333 32 230 ~=—s«61 172 161 
239 38 *215 30 220 3823 103 113 
375 *346 26 253 78 144 153 
445 382 19 171 104 193 148 
215 202 25 231 47 92 76 
42 50 268 3 19 20 
3 125 1,198 0 0 3 
69 45 500 10 32 
2 38 263 0 1 
207 28 196 20 93 
389 219 384 
87 183 1 
390 153s 885 
61 190 11 
285 195 56 
5 431 
1 181 
33 659 
14 205 
166 *57 583 
75 74 1 197 
155 122 33 147 
"227 *186 41 278 
153 113 40 142 
48 34 14 224 
219 *54 165 509 
1 0 1 194 
35 33 2 123 
137 110 27 171 
172 161 11 149 
358 *265 93 157 
9 5 4 281 
10 2 8 1,150 
142 110 32 353 
84 71 13 210 
48 36 12 385 
318 307 11 302 
18 17 1 180 
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6,122 5,058 1,064 234 2,602 2,648 


*Includes private banks. 














PRESENT-DAY RELATIONS BETWEEN TRUST 
INSTITUTIONS AND THE BAR 


By Robertson Griswold, Chairman, Committee on Relations with the Bar, Trust Division, American Bankers 
Association, and Vice President, Maryland Trust Company, Baltimore, Maryland 











administration, there has been no 

development of such importance and 
far-reaching significance as the adoption 
by the Trust Division of the American 
Bankers Association of “A Statement of 
Principles of Trust Institutions.” After 
it had received the approval of the ex- 
ecutive council of the association, the 
statement was incorporated in the Bank- 
ers Code of Fair Competition, which, 
having been signed by the President 
of the United States, became effective 
October 16, 1933. 

For many years in the past, the prac- 
tices and business methods of trust in- 
stitutions have been entirely lacking in 
uniformity despite the fact that the 
Trust Division maintained an excellently 
administered headquarters in New York 
where informative material could be had 
for the asking and from whence flowed 
a constant stream of data helpful to 
trust institutions in the proper conduct 
of their affairs. But in many instances, 
trust departments went their way with- 
out a sufficient knowledge of the pitfalls 
which lay ahead of them, and only be- 
came conscious of danger when it was 
too late to avoid criticism. 


Higher Standards Assured 


However, with the new statement of 
principles as a beacon to guide every 
corporate fiduciary, be the institution 
large or small, a high standard of serv- 
ice is assured for the future, and that 
this will beget still greater public con- 
fidence seems a reasonable expectation. 
The occupation of a trust official is as 
much a profession as it is a business, 
and as other professions have their self- 
imposed codes of ethics, it was but nat- 
ural that we would eventually enunciate 
our own standards of practice on a plane 
befitting the dignity of our vocation. 

With one profession, the trust busi- 
ness is in constant contact, and unfor- 
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tunately at times, in unfriendly conflict. 
I speak of course of the Bar. Our State- 
ment of Principles has this to say in re- 
gard to our relations with the members 
of the legal profession (Art. VII, Sec- 
tion 2): 

“Attorneys-at-law constitute a profes- 
sional group that perform essential func- 
tions in relation to trust business, and 
have a community of interest with trust 
institutions in the common end of service 
to the public. The maintenance of har- 
monious relations between trust institu- 
tions and members of the bar is in the . 
best interests of both, and of the public 
as well. It is a fundamental principle of 
this relationship that trust institutions 
should not engage in the practice of law.” 
In a country such as ours, with forty- 

nine different sets of statutes, forty-nine 
different judicial systems to hand down 
legal interpretations, and forty-nine dif- 
ferent types of practice and procedure, 
the impossibility of attempting an all- 



















































ROBERTSON GRISWOLD 








348 


embracing definition of “‘the practice of 
law” is too obvious for comment. The 
line of demarcation between legitimate 
trust business and the improper rendi- 
tion of legal services is often hazy and 
ill-defined, and as a result thereof, some 
trust companies have, without malice 
aforethought, engaged in practices which 
have resulted in court actions, and, on 
the other hand, certain groups of law- 
yers have attempted to initiate legisla- 
tion which would have unwarrantedly 
interfered with the proper functions of 
trust institutions as conferred upon 
them by their charters. Many such diffi- 
culties have been settled amicably by 
joint meetings between the representa- 
tives of the conflicting groups, as a result 
of which each party has agreed as to 
what shall be the dividing line over 
which the other party will not step. At 
the present time, twenty-five joint dec- 
larations of acceptable principles have 
been agreed upon by corporate fidu- 
ciaries and bar associations or their rep- 
resentatives in different parts of the 
country. 
Warning to Fiduciaries 


In view of the Trust Division’s defi- 
nite warning against corporate fidu- 
ciaries engaging in the practice of law, 
it behooves every trust official, before 
permitting his company to embark upon 
a course that might bring it into head- 
long collision with the lawyers in his 
vicinity, to examine carefully his local 
statutes and court decisions, and to 
sound out carefully the possible reaction 
of the Bar to his policies. If his well- 
considered judgment tells him that he is 
well within his rights, let him go ahead 
and brook no interference; if he finds 
himself in the wrong, let him frankly 
admit his error and change his program; 
but if it be a borderline case, let him 
seek to eliminate all doubts by some mu- 
tual agreement expository of the points 
at issue. 

The growing tendency to arbitrate du- 
bious questions has had much to do with 
the recent improvement of relations be- 
tween trust institutions and the Bar. 
While unpleasant situations still exist 
in several localities, in general a rap- 
prochement is well under way. In 1931, 
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the American Bar Association sent out 
a questionnaire to all state and local bar 
associations inquiring as to any unau- 
thorized practice of law in their locali- 
ties, including what was considered to 
be improper practices on the part of 
banks. In 1934, a similar questionnaire 
was distributed. In comparing the re- 
plies received to the two questionnaires, 
Mr. John G. Jackson, chairman of the 
American Bar Association’s committee 
on unauthorized practice of law, made 
the following interesting statement in a 
speech delivered last July in Watertown, 
New York: 

“The replies received showed a very 
marked improvement in one _ respect; 
namely, the unauthorized practice by 
banks and trust companies, over what it 
was three years ago. Out of the one hun- 
dred and fifty-eight replies received, 
ninety-two reported the situation better, 
twenty-eight reported it to be the same, 
sixteen reported it to be worse, twelve 
reported unauthorized practice by banks 
and trust companies was never prevalent 
and ten gave no answer as to whether 
the situation was better or worse. Thus 
in this instance and on the basis of the 
affirmative answers, we can report an 
improvement in three years of over 67 
per cent. This, I think, is due to the in- 
telligent and fair consideration of that 
particular problem by both the fiduciaries 
and the bar.” 

Again, at the recent annual meeting 
of the American Bar Association at Mil- 
waukee, Wisconsin, Mr. Jackson sub- 
mitted the report of his committee for 
the past year. After saying that “a num- 
ber of potential controversies in the fidu- 


* ciary field have been satisfactorily dis- 


posed of through the cooperation of the 
committee on relations with the bar of 
the Trust Division of the American 
Bankers Association, the report states 
that the replies to the committee’s recent 
questionnaire indicate a substantial im- 
provement since the questionnaire that 
was sent out in 1931. “This is especially 
true,” says the report, “in the fiduciary 
field.” 
Spirit of Reciprocity 


There being no right on the part of 
the bar to preempt fiduciary appoint- 
ments, which are open to any layman, 
Mr. Jackson’s committee has specifically 

















recognized the propriety of trust com- 
pany advertising and solicitation for 
such appointments, provided, of course, 
that the rendition of legal services is not 
offered as a corollary to the trust serv- 
ices. In fact, where legislation has been 
proposed that would have curtailed the 
power of trust companies to advertise for 
trust appointments, Mr. Jackson’s com- 
mittee has let it be known that they were 
strongly opposed to any legislation of 
this character. In addition, the commit- 


tee has pointed out that, in their attitude . 


towards the trust companies, the lawyers 
themselves are under certain reciprocal 
obligations. For example, the committee 
has said: “Good faith precludes the law- 
yer eliminating the corporate fiduciary 
for reasons of self interest, such as that 
he himself might be appointed as execu- 
tor or trustee. * * * Clearly the relations 
between the lawyers and the fiduciaries 
include reciprocal obligations of fair 
dealing. It is unfair for a bank or trust 
company to interfere with the estab- 
lished relations between a client and his 
lawyer, and it is also unfair for a lawyer 
to interfere with established business re- 
lations between a man and his banker.” 

Again, in a speech before a local bar 
association, Mr. Jackson said: “Lest we 
be unfair in the consideration of this 


In 1848, a young girl left her home 
in Kilkenney, Ireland, to reside in In- 
dia, where she was to be employed. In 
1887, her brother -also left Ireland, came 
to America and prospered. He died in 
1932, leaving a will wherein his sister 
was named as a legatee. Inquiries were 
made in Ireland for her but no trace of 
her could be found. Apparently she had 
never communicated with the members 
of her family in any way since her de- 
parture. If she were alive she would be 
over 100 years of age. If she had died 
intestate, unmarried and leaving no 
heirs, her two nieces in New York would 
be entitled to her share of her brother’s 
estate. 

These were the known facts. Presum- 
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particular subject, let us remember that 
there is an obligation on the part of 
members of the Bar to recognize the 
rights of banks and trust companies to 
act as executors, as trustees and in other 
fiduciary capacities, and that where a 
satisfactory and reasonable business re- 
lationship exists or is proposed between 
an individual and a corporate fiduciary, 
it should be recognized by the lawyer to 
be in his client’s interests.” 

If, in this same spirit of reciprocity, 
the Bar and the trust institution can 
combine to compose their differences to 
the degree that has been evident in the 
past few years, we shall be well on our 
way towards the realization of that har- 
monious relationship which our State- 
ment of Principles declares to be “in the 
best interests of both and of the public 
as well.” In the recent progress which 
has been made in the welding of a bet- 
ter understanding, much credit must be 
accorded to Mr. John G. Jackson and 
his committee of the American Bar As- 
sociation. It is a pleasure to have this 
opportunity of paying a tribute to their 
tactful and courteous consideration of 
the many difficult problems which have 
engaged the attention of their commit- 
tee and the Trust Division’s committee 
on relations with the bar. 


ably the girl had died. Had she ever at- 
tempted to communicate with her rela- 
tives, or they, with her? Did she marry? 
Pending an answer to these questions, 
an estate in New York is awaiting her 
or her children or her nieces. 

Money, securities and property to the 
extent of millions of dollars, on deposit 
in banks, or in the hands of trustees, 
are awaiting the legal owners. Too fre- 
quently the will is lacking in the infor- 
mation needed by those who administer 
the estate. Beneficiaries are named but 
cannot be found. This is particularly 
true where the testator is the “last leaf 
upon the tree,” and his friends and dis- 
tant relatives are scattered. 









350 ‘TL chartedes [ 


A RR 
8 6 8 8 8 a 8 6 PS PS Pk PS PS PS a SS a eS 
i 


It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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TRUST AND INVESTMENT ADMINISTRATION 
LOUIS WARE 


The New York Trust Company, New York City 


EpiTor’s Note: In the September issue, Mr. Ware reviewed manage- 
ment principles as applied to trust and investment administration, In this 


issue his article is concluded with the discussion of the operation and co- 
ordination of the work of specialized departments, committees and officers 
in charge of trust accounts, as developed by The New York Trust Com- 
pany. Together, these articles comprise one of the most comprehensive 





HE procedure of handling the in- 
vestment work for the administra- 
tion of the Personal Trust accounts 
will be explained and will serve to 
illustrate further the principles of organ- 
ization for the conduct of trust work as 
given in the first part of this article. 
Outlines showing the relationship of the 
workers in the specialized department 
with other units of the organization, the 
supervisors, officers in charge of accounts 
and the committees will be given. A 
description of the Trust Brief File, which 
was developed to meet the need for a 
consolidated summary of administrative 
matters concerning the accounts, will 
also be included. 

It is desirable to preface this descrip- 
tion by a statement of the investment 
work that is to be done. 

There is responsibility for the conser- 
vation of principal and realization of a 
fair return on a great amount of invested 
wealth. This wealth is represented by a 
great number of investment items con- 
sisting of many different securities. It 
is held for the account of many different 
trusts, estates, etc. 


To meet this responsibility, two major 
lines of work are necessary: 

First, statisticians must compile 
and keep available complete infor- 
mation and opinions regarding each 
security. 

Second, specialists must apply 
available information and opinions 
concerning the securities in the man- 
agement of each account in a manner 
consistent with the terms of the 
trust instruments and the policy of 
the trust company. 

The general plan for getting this work 


and suggestive presentations of modern fiduciary investment organization. 
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done is first, one of bringing together in 
one place in the organization and main- 
taining there currently all available in- 
formation regarding the various securi- 
ties for which there is responsibility; 
second, careful and thorough use of this 
data by those that are charged with 
maintaining the invested position of the . 
various accounts in accordance with the 
individual requirements. 

While the scheme to be described is one 
designed for the fiduciary having a great 
number of accounts, the same general 
requirements exist irrespective of the 
volume of work. Furthermore, the major 
steps of the procedure are applicable to 
the smaller company even though one or 
two individuals may suffice for the work 
which would be handled by the group or 
department in the larger organization. 
In managing investments, if the fiduciary 
is to be successful, it is a mistaken idea 
to assume that the minimum of work is 
only that which will produce results 
which satisfy the court. The maximum 
of expenditure and work would be that 
which would be expected to result in per- 
fection, but such performance is rarely, 
if ever, attainable. Any plan adopted 
must produce results that will meet the 
requirements of the trust instruments, 
win recognition as to competency of ad- 
ministration from clients and the public 
and at the same time be practical to the 
extent that the cost of operation is not 
unreasonable. 

The success which is realized by the 
corporate trustee in managing the invest- 
ments is dependent upon the ability of 
the personnel used, the correctness of the . 
plan along which the operation is con- 
ducted and the accuracy of the policies 
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FLOW OF INVESTMENT WORK 


STATISTICAL 
1. Continuously review all securities 
for which there is responsibility 
and maintain files. 
2. Prepare reports. 
3. Submit recomnendations regarding 
securities. 


INVESTMENT 

le Handle current account investment 
problems. ‘ 

2. Apply to account holdings approved 
recommendations from the statistic- 
ians. 

3- Review accounts. 


THE INVESTMENT 
SPECIALISTS . | STATISTICIANS | IANS 


Accounts assigned among Securities are assigned 
members of group. among specialists. 
Problems are studied, re- Securities are reviewed 


ferring to Trust Brief and files posted. 
File for requirements. As studies proceed 
As work progresses statisticians 
‘ OFFICERS IN CHARGE OF 
specialists consult ACCOUNTS 


\ * geet as necessary 
Recommendations are STATISTICAL FILES Recommendations are 


developed regarding developed regarding 
individual accounts securities which 


which must be must be approved by 
approved by 


DEPARTMENT HEAD DEPARTMENT HEAD 


INVESTMENT OFFICER 


INVESTMENT COMMITTEE 


(A number of Trust and 
Investment Officers) 


TRUST COMMITTEE 


(Officers and a number 
of Trustees (Directors) ) 


Finished 
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which are applied in directing and super- 
vising the work. Where many accounts 
are to be administered, there are required 
groups of specialized workers for hand- 
ling the detailed work, capable super- 
visors to direct and approve the jobs and 
committees of officers and trustees (di- 
rectors) having knowledge and mature 
judgment for reviewing the work done 
and developing the policies which are to 
guide the organization. 

Perhaps a more lucid explanation can 
be made by describing the flow of work, 
as graphically illustrated on page 352. 


Work of the Statisticians, Investment Spe- 
cialists and Committees 


It will be noted that there are two lines 
of review and study—by securities, the 
work of the statisticians; and by 
accounts, the task of the investment 
specialists. The statistical group main- 
tains information regarding all securities 
for which the company is responsible and 
must prepare reports and make recom- 
mendations regarding them. The invest- 
ment specialists are concerned with the 
current investment problems of the 
accounts and are required to take the 
approved opinions regarding securities as 
developed by the statisticians and apply 
them to each account in which they are 
held. 

It should be noted that this description 
includes only the administrative part of 
the investment work.,Other units which 
are provided for redemptions, collections, 
exchanges, deliveries, and the many 
routine jobs to be done in caring for the 
investments, are controlled by fixed rules 
of operation. 


Flow of Statistical Work 


The guide to the work of the statisti- 
cian is a card file listing each security 
held in accounts of investment responsi- 
bility. This is posted as new items are 
received or old ones sold; and data con- 
cerning the amount held, number and 
nature of the accounts holding them, is 
periodically entered. The securities are 
classified and assigned among the statis- 
ticians, the industrials being the respon- 
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sibility of one group, and the utilities, 
municipals, rails, etc.; being assigned to 
others who specialize in each particular 
class. Files are maintained for all items 
and as particular situations arise or in 
the course of regular review of the vari- 
ous securities, the records are posted. 

The result of the statistical work is 
complete files of information, special 
reports concerning individual securities 
or special investment situations and spe- 
cific recommendations to the Investment 
Committee as to the advisability of con- 
sidering the sale, retention or purchase 
of securities for trust accounts. 

All possible sources of information 
regarding the securities held are used by 
this group. Services, manuals, company 
reports, news items, and all available 
data are studied and wherever possible 
inquiries are made by the statisticians 
of persons having direct information. 
The department is recognized by all in 
the organization as the one point where 
facts and data regarding the securities 
are kept and all cooperate in supplying 
information. The statisticians, likewise, 
in the course of their reviews, must call 
for any information required from other 
departments or from members of the 
staff, trustees or directors, and others 
associated with the company. 

The work of the statisticians is first 
approved by the head of the group, then 
by an investment supervisor and finally 
by the committees. 

Recommendations that specific action 
be taken as regards individual securities 
which are approved by the Investment 
Committee are then sent to the group of 
investment’ specialists handling the 
accounts where the situation concerning 
each holding is reviewed, in consultation 
with the officer in charge of the account, 
and the necessary action put into effect. 


Committees 


The Investment Committee, consisting 
of a number of the trust and investment 
staff, meets daily and reviews recom- 
mendations submitted by the statistical 
unit concerning securities or the invest- 
ment group’s recommendations as to 
action to be taken in the individual 
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accounts. Recommended items which are 
approved are immediately put into effect; 
those that are disapproved are returned 
to the department as finally disapproved 
or with suggestious for further study 
and change. 

The Trust Committee, comprised of the 
chairman of the board, the president and 
a number of trustees (directors), meets 
once each week and reviews all actions 
of the Investment Committee. The previ- 
ous week’s purchases and sales are re- 
ported and all investment changes of 
any nature affecting trust accounts are 
reviewed. The trust committee decides 
all questions pertaining to the adminis- 
‘tration and conduct of trust estates on 
which its advice is sought by the officers 
of the company. The record of all actions, 
both negative and positive, are kept in 
the minutes of the meetings. 

All investment problems pertaining to 
accounts of investment responsibility are 
handled by the group of investment spe- 
cialists. The accounts are assigned among 
the workers and each is responsible for 


following to completion any job that 
develops for his particular accounts. 


The Trust Brief File 


The Trust Brief File, or brief sum- 
mary of administrative matters pertain- 
ing to the accounts, is constantly used 
by this group for reference in working 
out investment questions. This file con- 
sists of a single folder for each account, 
containing pages as follows: 

. Brief of the Instrument 

. Brief of Administrative Happenings 
. Brief of Investment Happenings 

. Summary of Assets }) Comprising a 
. Security Lists Copy of the 
. Mortgage Report Most Recent 


7. Other Assets Review of the 
Account. 


The pages and folder in which they are 
contained are all perforated for a three- 
ring leather binder into which they are 
clipped when delivered to officers’ desks 
or among workers in the department. 

The brief of the instrument, as repro- 
duced on page 355, gives the usual infor- 
mation condensed from the instrument 
for general administrative directions. 


‘Tettemdte D 


Complete title, general information re- 
garding the agreement, a brief of the 
investment provisions as approved by 
general counsel, and other pertinent in- 
formation is included. The administrative 
brief is used for recording chron- 
ologically and in condensed form any 
administrative changes, such as partial 
revocation, additions to the corpus, im- 
portant general instructions from persons 
named, etc. The investment brief is a 
similar record of all actions taken regard- 
ing investments held in the account. All 
letters received and written, actions of 
committees, interviews with customers, 
in fact, any happening pertaining to the 
investments in the accounts, are entered 
in condensed form in this record. 


The last four pages of the file as listed 
above are a copy of the most recent re- 
view of the account. The summary of 
assets as shown on page 356 is a com- 
plete and classified list summarizing all 
holdings of the account. At the top of the 
page investment provisions, as_ inter- 
preted by general counsel, are noted. At 
the left there is a simple, condensed table 
summarizing the security holdings. In- 
ventory amounts are listed alongside the 
market values, priced as of the date of 
review. Just below the table, assets other 
than securities are summarized. At the 
right hand portion of the sheet recom- 
mendations of the reviewer are noted. 


On the detailed security sheet (heading 
shown on page 357) which follows the 
summary in the review report, all hold- 
ings are classified and listed with infor- 
mation regarding how and when securi- 
ties were acquired, inventory values, 
prices, values and income on the date of 
the review being shown in the columns 
at the right. 

On the mortgage report the mortgages 
are listed, the holdings being classified 
and described. A report concerning their 
condition at the time of the review is 
given in the left portion of the sheet. 


While the use of the Trust Brief File 
by the investment workers will be de- 
scribed here, it is also of use by all in the 
organization and is of especial value to 
the officer in charge of accounts in hand- 
ling administrative matters. 
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BRIEF TITLE 


. The New York Trust Company 


. Office 


(Main, Fifth Ave. or Fortieth St.) 
. Officer in Charge: 

. Introduced by: 

. Attorney of Record: 

. Nature of Account: Governed by Laws of State of: 
. Approximate Size at Opening: $ 


. Commissions: Principal: Rate 
When taken: 


Income: Rate 


. Additions Authorized Under Instrument? 


. Revocation Authorized Under Instrument? 


. Amortization? 
Required, Prohibited, Optional 


. Disposition of Stock Dividends? 


Principal, Income - See Agreement 


. Termination: 
(State all determinable termination dates) 


Relationship 
. Income Beneficiaries: to Creator Share 


. Does Instrument State Mode of Remitting? If yes, specify: 


Yes or No 

. Agreement Approved by Counsel? ...... If yes, give date 
Yes or No 

. Whom Do We Notify of Sales and Purchases of Securities? 

. Has an Agent for Investment Purposes Been Duly Appointed? 


If yes, give name and date of appointment 
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THE NEW YORK TRUST COMPANY 
REVIEW NO. 





FIDUCIARY ACCOUNT REVIEW 


DATE OPENED 


SUMMARY 


MARKET 
INVENTORY | pnare- 


U. Ss. GOV. 
MUNICIPAL 
RAILROAD 
UTILITY 
INDUSTRIAL 
FOREIGN 
MORTGAGE 


PREFERRED 
RAILROAD 
UTILITY 
INDUSTRIAL 
MISCL. 


INCOME &@% RETURN 


COMMON 
RAILROAD 
UTILITY 
INDUSTRIAL 
MISCL, 


al & % RETURN 


NCOME & % RETURN 


BOND MATURITIES (PAR) 


pate! 5 TO 20 YRs. OVER 20 YRS 


SEcuRITIES 








TOTAL 


SECURITIES HELD AS OF. 





INVESTMENT PROVISIONS AS INTERPRETED BY GENERAL COUNSEL: 
ee SSS 


RECOMMENDATIONS TO THE INVESTMENT COMMITTEE: 





OFFICER IN CHARGE 






sTUDY BY APPROVED BY 


EXPLANATION- 
FIGURES IN COLUMN AT RIGHT ARE PERCENT 


*AGE RATIO TO MARKET VALUE OF THE TOTAL SECURITIES HELD, 
Excert were % Income RETURN IS GIVEN FOR TOTAL GROUP, 
INCOME IS ESTIMATED ANNUAL RATE. 
MORTGAGES ARE USUALLY LISTED AT FACE VALUE, 


X INDICATES VALUE NOT KNOWN. Wuere X its 
INCLUDED AFTER THE LAST FIGURE OF AN AMOUNT IT INDICATES 
THAT THE AMOUNT IS THE FIGURE SHOWN PLUS SOME “X" ITEM. 
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The Work of the Investment Specialists 


The investment worker, in handling a 
problem of an account, first refers to the 
brief file to inform himself of require- 
ments, noting any recent happenings of 
importance. The task may be that of 
making a recommendation for investment 
of cash or replying to a suggestion of the 
officer in charge of a co-trustee. The in- 
formation contained in the summary and 
the list of holdings given, as at the last 
review, together with information as to 
any subsequent changes, usually suffice 
for current problems. If there have been 
many changes or if a more recently priced 
list is required, a new one is prepared. 
The worker then studies the problem, 
referring to statistical files, consulting 
the officers and investment supervisors as 
necessary. The recommendation to the 
Investment Committee is then prepared. 
After approval by supervisors and re- 
view by the officer in charge of the ac- 
count, as indicated in the chart, it is 
sent to the committees where it is ap- 
proved or returned either with suggested 
changes for further study and resub- 
mittal or as being finally disapproved. 

The invested position of accounts is 
maintained by three lines of endeavor: 

1. New investments as maturities occur 
or if for other reasons cash is avail- 
able. 

2. Action to be taken because of ap- 
proval of recommendation concern- 
ing specific securities made by the 
statistical department. 

3. Periodic review of accounts. 

In each case, the investment account 
man refers to the brief file to study re- 
quirements and then proceeds to work up 
a recommendation, consulting and confer- 


357 


ring as indicated in the chart. While the 
statistical records are the prime source 
of information to be used in deciding any 
investment problem of an account, the 
worker is required to consult and work 
closely with the officer in charge of the 
account in preparing his recommenda- 
tions. His task is one of coordinating all 
information and opinions available for 
use in solving the problems and then 
working out recommendations which can 
be justified before the supervisors and 
committees. 

When an account is to be reviewed or 
for any reason a new summary and classi- 
fied list of the holdings is required, the 
review report is prepared by a separate 
group of clerks and typists, it being en- 
tirely finished by them except for the 
entry of the recommendations on the 
summary sheet. Where many accounts 
are handled, it is advantageous to con- 
fine the investment specialists to the 
study of the account and preparation of 


the recommendation, utilizing other 
workers for the listing, pricing, calculat- 
ing, etc. 


It will be noted that the summary has 
provision for listing all assets of the 
accounts. While an immediate problem 
may pertain only to the securities, it is 
believed desirable to have all assets 
before the reviewer. Conditions of mort- 
gage investments, income from real 
property or any other miscellaneous hold- 
ings are often of importance in working 
out any current question involving the 
securities. The review in its finished form 
is very informative to co-trustees or 
others who desire a complete summary 
of any account. 

While the investment specialists and 
statisticians consult with many in the 


THE NEW YORK TRUST COMPANY 


FIDUCIARY ACCOUNT REVIEW 


SECURITY 


REVIEW No. 


SECURITIES HELD AS OF. 


HOW AND 
WHEN 
ACQUIRED 


INVENTORY 











358 TA, UR of 


course of their work, they are only direct- 
ly responsible to the executive in charge 
of investments as regards any recom- 
mendations made. The statisticians are 
only concerned with determining the 
merit of.a given item as a trust invest- 
ment and setting up data to justify that 
decision. They are entirely free to pro- 
pose any action regarding the securities 
for which they are responsible. The 
investment workers are required only to 
make recommendations which they are 
prepared to defend as being ones best for 
the accounts. Moreover, the way is kept 
clear for any officer, co-trustee, or other 
person interested in any account to ask 
either of the groups to study and report 
concerning any suggestion given them 
or to present recommendations them- 
selves direct to the Investment Com- 
mittee. 

The delegation of the investment work 
to the specialized groups of workers with 
the requirement that all proposals affect- 
ing the accounts be approved first by 
Supervising executives and then by the 
committees is a scheme which provides 
control and consistency of actions taken. 
The scope of investment work and the 
many questions involved in handling the 
trust accounts is so broad that the minds 
of a number of individuals can be used 


advantageously in meeting the many 
questions which arise. While it is not a 
simple plan such as one, for example, 
where each of the officials may complete- 
ly manage the investments held in ac- 
counts for which they are responsible, 
nevertheless, any investment changes 
made, under the scheme explained, are a 
result of a very deliberate procedure. The 
concerted action of the many who have 
specialized in various parts of the job 
and who are supplied with factual data 
in support of any investment actions, it 
is believed, results in a more prudent 
administration of the accounts. 

The trust organization plan which pro- 
vides for the division of the administra- 
tive work among specialists or specialized 
departments results in more thorough 
work and more complete records. The 
scheme to be effective must also provide 
for close coordination of departmental 
workers, specialist executives and officers 
in charge of accounts. Where the plan is 
capably carried out with adequate and 
competent personnel, the officers in 
charge of accounts are afforded expert 
assistance and the most detailed and 
specialized information for use in solv- 
ing the many and varied problems to be 
encountered in the conduct of the trust 
business. 





Mal-Distribution of Tax Load 
Cited by Mark Graves 


“Unequal or mal-distribution of the 
tax load, quite as much as its size, ac- 
counts for the difficulty we experience in 
meeting tax obligations,” asserted Mark 
Graves, New York State Commissioner 
of Taxation and Finance, before banking 
leaders assembled at the convention of 
the New York State Savings Bank Asso- 
ciation, October 19. 

“The fact which is too generally over- 
looked,” Mr. Graves continued, “is that 
ability to pay a tax to one unit of gov- 
ernment is diminished by the necessity 
for paying a tax to one or more other 
units of government on the same income 
or other object of taxation.” 

Mr. Graves favored a proposal that 
States should leave exclusively to the 


federal government the consumption or 
indirect tax field, including such levies 
as liquor, tobacco and other forms of 
sales taxes, with a possible division of 
the proceeds with States, and that there 
should be a division of inheritance, per- 
sonal and corporate income tax fields be- 
tween the federal and state governments, 
under a plan by which the national gov- 
ernment would credit against its tax up 
to at least 50 per cent thereof of similar 
taxes paid to states. 

He urged also “‘the need for rigid econ- 
omy in government, sound financial plan- 
ning, examination of our organization of 
local government to see if more efficient 
and economical methods may not be 
found, and the re-examination of func- 
tions and activities of government to see 
if some may not be dispensed with or 
their costs reduced.” 

















FIDELITY-PHILADELPHIA 
TRUST COMPANY 


Organized 1866 


PHILADELPHIA, PA. 


Statement of Condition, September 29, 1934 


RESOURCES 
Cash on Hand and in Banks. 


U. S. Government Securities . 
Other Investment Securities . 
Loans . ia. ak 

Real Estate Owned. . 

Other Assets 


LIABILITIES 


Capital Stock 

a 

Undivided Profits 

Reserve for Contingencies . 
Reserve for Interest and Taxes 
Other Liabilities 

Deposits . 


Individual Trusts 
Corporate Trusts 


WILLIAM P. GEST 
Chairman of the Board 


J. CALVIN WALLACE 


Treasurer 


$26,273,258.35 
27,642,863.03 
33,589,549.37 
34,644,376.92 
4,682,422.16 
4,056,325.35 


$130,888,795.18 


$6,700,000.00 
15,000,000.00 
1,419,403.33 
1,312,685.32 
584,375.09 
609,660.71 
105,262,670.73 


$130,888,795.18 


$1,014,578,113.78 
856,917,170.19 


HENRY G. BRENGLE 


President 


MEMBER FEDERAL RESERVE SYSQTEM 
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The First National 
Bank of Chicago 


Qualified in Strength, Size, 
Experience and Prestige to 
serve in the most responsi- 
ble corporate trust capacities: 


Corporate Trustee 
Registrar 
Transfer Agent 
Depositary 
Disbursing Agent 
Paying Agent 





FIDUCIARY COURSE—ARTICLE 5 
GENERAL DUTIES AND LIABILITIES OF TRUSTEE 


By R. R. BIXBY 


HE object of this article is to 
summarize the general duties and 
liabilities of the trustee in some 

of the most important actions required 


in the operation of a trust, either private 
or testamentary. 


While our remarks will be directed 
specifically to corporate trustees, we trust 
that they will be suggestive to individual 
trustees, testators, trustors, life tenants 
and remaindermen. 


General Duties of Trustee 


The trustee is required to execute the 
trust strictly in accordance with the 
terms of the instrument which created 
the trust, and in so doing must exercise 
the skill, prudence and diligence which 


an ordinary man would use in the con- 
duct of his private affairs. Good faith 
and honesty must guide every move of 
the trustee if liabilities are to be avoided, 
and the trustee must always exclude all 
private interests, and act exclusively for 


the best interests of the beneficiaries of 


the trust. 


Investments 


As used here, “trust investments” 
refers to all property which the trust 
department is holding in any fiduciary 
capacity. 


Our purpose is to outline methods 
which will give the corporate fiduciary 
the greatest possible protection. Appar- 
ent error in judgment will occasionally 
occur under almost any given circum- 
stance, but that has nothing to do with 
the first requisite when considering trust 
investments as handled by trust depart- 
ments, i.e.: 

That you have all available informa- 


tion at all times relative to the invest- 
ments under your care; 


That such information be always and 
readily available for the guidance of 





those whose duty it is to review and 

make recommendations relative to in- 

vestments; 

That you follow a plan of operations 
applicable to the particular needs and 
requirements of your department which 
will give your trust accounts the benefit 
of the experience, judgment and advice 
of the best qualified men connected with 
your bank. 

Consider the subject from the stand- 
point of testamentary trusts and trusts 
under private agreement. As trustee you 
are guided relative to investments— 

First, by the terms and provisions 

of the will creating the trust, or by 

the trust agreement when you are 
acting as trustee under a private 
agreement; 

Second, by the laws governing trust 

investments. 

In this course we have already called 
your attention to the importance of dis- 
cussing the matter of trust investments 
with the testator. when you have an 
opportunity. If you have done this, and 
the testator’s attorney has incorporated 
specific directions in the trust clauses of 
the will, your duties will be somewhat 
simplified, as you will be confined simply 
to carrying out the provisions of the will. 

The same principle applies to private 
trusts. 

In actual practice there are compara- 
tively few cases where the corpus of a 
new trust received by a trustee is com- 
posed wholly of investments approved 
by law for the investment of trust funds. 

The trustee’s first duty, therefore, is 
to study immediately the terms and pro- 
visions of the trust (this is properly 
done at. the time the account is set up on 
the trust department records), and then 
review the corpus of the trust to ascer- 
tain whether or not the holdings comply 
with the provisions of the trust. 

If the trust authorizes the trustee to 
hold securities owned by the testator at 
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the time of his death, and the trustee is 
not the executor of the will, the trustee 
should at once ascertain whether or not 
the securities received from the executor 
were in the possession of the testator 
prior to his death. 


In the event a trust is created and no 
specific directions are given relative to 
investment and reinvestment, the trustee 
must be guided by law, and in case it 
receives securities not approved as legal 
investments for trust funds, should take 
immediate steps to change them for 
those that do meet the legal require- 
ments. 


The above is the only safe method to 
follow, as the corporate trustee does not 
receive sufficient compensation to enable 
it to afford to take chances, and if it does 
not dispose of investments that are not 
approved and reinvest in those that are 
approved, it may be held liable in the 
event of loss. 

As trustee, it is your first duty to 
interpret your instructions or directions 
as laid down in the trust and be guided 
by them. If no specific instructions are 
given, see to it that the corpus of the 
trust is composed of investments ap- 
proved for the investment of trust funds. 


Trust Investment Committee 


Now comes the important matter of 
choosing the investment. All trustees 
should endeavor to secure as large an 
interest return as is consistent with the 
safety of the principal. The requirements 
of each trust must necessarily be taken 
into consideration as to taxation, need 
for liquid investment, periods when in- 
come is most required, etc. 


No trust department is so small that 
it does not require the services of an 
investment committee. The investment 
and reinvestment of trust funds should 
never be left to the judgment of one per- 
son because the responsibilities are too 
great, and furthermore, the trust depart- 
ment that requires or permits only one 
person to pass upon the investment of 
its trust funds is not rendering the type 
of service that should always be given 
by a corporate fiduciary. 


It is a comparatively easy matter for 
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trust departments with a large volume 
of business to have a division or a de- 
partment that regularly reviews all the 
investments for which the trust depart- 
ment is responsible, and reports its find- 
ings to a trust committee composed of 
the best qualified officers and members 
of the board of directors who in all cases 
have the final word relative to sales and 
purchases. 

However, the trust department having 
only a small volume of business cannot 
escape liability on that account. There- 
fore, they must, as a protective measure, 
arrange a method of operations that will 
give the very best service that can be 
rendered by their bank, and this calls 
for the combined opinions, judgment and 
advice of their best qualified men. This 
is not difficult to secure, providing the 
operating methods are so arranged that 
facts are easily ascertained. 


Essential Records for Safety of Investments 


The trust department should have in 
its own department, or else have free 
access to, all information it can procure 
relative to securities. 


There are available “Services” that 
give detailed information relative to 
bonds and stocks and pertinent data 
relative to the issuing companies. No 
trust department can afford to be with- 
out those essential helps, which also in- 
clude sinking fund notices, redemption 
calls, dividend notices, etc. 


One record should show all bonds held 
in the department for all accounts. It 
takes but a few moments to check the 
called bond list against this record. The 
important part is to be sure that you have 
the list and that it is checked against the 
record. 


The bond record should also show the 
maturity of principal; and when the 
coupon list is made up monthly, a list 
of all maturities should be made up. This 
makes it possible to arrange for reinvest- 
ment of the proceeds without any un- 
necessary delay. 

When information is received that 
affects stock, the stock record should be 
checked at once to see if any shares are 
held. 
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These two practices are very important 
and should never be overlooked. To keep 
your securities record so that all infor- 
mation received can be quickly checked, 
is absolutely essential for safety. 

In private trusts where the maker has 
reserved the right to direct investments, 
and also in agency accounts, information 
relative to matters affecting securities, 
such as notice of call, passed dividend, 
etc., should be sent to the trustor or 
principal promptly. 


Specific Directions Detailing Accounting 
Methods 


It is a growing practice today for 
testators who create trusts by the terms 
of their wills, and for creators of trusts 
under private agreement, to insert in the 
trust provisions specific directions for 
the trustee to follow relative to the man- 
ner of treating premiums paid for bonds 
which their trustee may purchase when 
the price paid is in excess of the maturity 
value of the bonds purchased. 

There is also an increasing number of 
these same testators and creators of 
private trusts who incorporate in their 
trust provisions directions as to how 
stock dividends and proceeds from sales 
of “Rights to Subscribe” are to be 
treated by their trustee. 

We believe this growing practice is 
commendable, and should be encouraged 
by corporate fiduciaries. 

In the absence of specific instructions 
in the trust instrument, the corporate 
trustee should first consult the laws of 
its state and the decisions of the courts 
before determining the policy it will fol- 
low in any specific case or in its general 
practice. 

Decisions of state courts have not 
always been in accord, nor has the prac- 
tice followed by corporate fiduciaries 
been uniform, relative to the proper 
method of treating premiums, discounts 
and stock dividends. However, the prac- 
tice followed by the majority of trust 
departments of corporate fiduciaries in 
the absence of specific directions having 
been given in the trust provisions, is as 
follows: 


Amortization of Premiums 


Where bonds have been purchased at a 
price in excess of their par value, deduct 
from the amount of interest received at 
the time of its receipt, such pro rata 
amount as will offset the total amount of 
premiums paid by the time the bond 
matures. The amount so deducted from 
the interest received is credited to the 
corpus of the trust, thereby holding the 
principal of the trust fund intact for the 
benefit of the remaindermen. 

The foregoing is usually referred to as 
the “majority rule,” having been fol- 
lowed by the courts of the majority of 
states. The courts of Kentucky and 
Pennsylvania have held against amorti- 
zation. 


Discounts 


Where bonds are purchased for less 
than their par value, no adjustment of 
any kind is made as between income and 
principal accounts. 

It is the trustee’s duty to keep the 
corpus of the trust invested at all times. 
If there is a stated amount in the prin- 
cipal account of the trust, and because 
of market conditions the trustee decides 
to purchase certain bonds at the then 
prevailing market price which is less 
than the face value of the bonds, it 
does so. 

However, it does not set aside the dif- 
ference between the actual purchase price 
paid for the bonds and the par value of 
the bonds purchased; as each interest 
payment is received, it does not charge 
that account with an amount determined 
by the amount of the so-called discount 
and number of interest payments that 
will presumably be made before the 
maturity of the bonds and add that to 
the amount of interest received from the 
bonds as income. 

The trustee keeps all the corpus of the 
trust invested, and pays all the income 
to the beneficiaries. 


Extraordinary Cash or Stock Dividends 


Rules followed by corporate fiduciaries 
in the various states differ considerably 
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as to the proper manner of treating ex- 
traordinary cash or stock dividends. 

Massachusetts Rule—The  Massa- 
chusetts rule treats all cash dividends, 
ordinary or extra, as income, and all 
stock dividends as principal cr corpus. 
This rule has been approved by the 
United States Supreme Court, and by 
the courts of Connecticut, Illinois and 
Rhode Island. 

Majority Rule—The majority rule 
holds that all dividends belong to the life 
tenant if the earnings from which they 
are declared were made during the life 
of the trust. If partly earned before the 
date of the creation of the trust, they are 
apportioned as to time; principal or 
corpus being credited with that portion 
of the dividend accumulated prior to the 
date the trust is created. 

In case of trusts under private agree- 
ment, credit such dividends to corpus 
and not to income. In the event the bene- 
ficiaries are not satisfied and insist that 
the dividend should be treated as income, 
they have recourse to law for a decision 
applicable to that particular case. Should 
they prove successful and secure a de- 
cision of the court that the dividend is 
income and as such they are entitled to 
it, the corporate fiduciary has the pro- 
ceeds and can comply with the court 
order. 

On the other hand, should the cor- 
porate trustee credit the unusual divi- 
dend to income in place of corpus, and 
the remaindermen should bring an action 
and be successful in their contention that 
the dividend should have been treated as 
corpus, the corporate trustee, having 
already treated it as income and having 
paid the same to the beneficiaries, might 
be unable to recover and therefore suffer 
loss. 

Caution: The corporate trustee should 
consult counsel for rules of law followed 
and weight of court decisions rendered 
in its state, and whenever in doubt in the 
case of a court trust, file an account with 
the court and secure a direction. 


Rights to Subscribe 


While the courts of several states have 
held that rights to subscribe for new 
stock and their proceeds are to be treated 
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in the same manner as extraordinary 
dividends, most states follow the rule 
that rights to subscribe for new stock 
is to be treated as corpus. 


Carrying Stock in Private Trust Accounts 


Methods followed by trust departments 
in carrying certificates of stock held by 
their various trust accounts vary greatly. 
So far as we know, there has not as yet 
been developed by any trust department 
a rule which is applicable to all their 
accounts. While some certain procedure 
may be followed by a trust department 
in the majority of cases, still it is not a 
rule, and the circumstances and condi- 
tions surrounding each case must neces- 
sarily be taken into consideration. 

- We call a number of practices to your 
attention, and suggest that you discuss 
them with your counsel and secure his 
opinion as to the methods you should fol- 
low in your department. These methods 
are numbered for the sake of conven- 
ience, but are not necessarily placed in 
the order of their general use or im- 
portance. 


First: Stock held in private trusts 
issued in the name of trustee, using 
words descriptive of its fiduciary capac- 
ity, i.e.: 


Corporate Fiduciary Bank, Trustee under the 
trust created by John Doe, October 25, 1934. 


One of the outstanding objections to 
carrying stock in this manner, especially 
during the lifetime of the trustor, is 
based on the fact that when, for any 
reason, it is necessary to have a transfer 
made, the transfer agent or the company 
usually insist upon being furnished with 
a certified copy of the trust agreement. 
In the majority of cases there would per- 
haps be no objection to furnishing such 
a copy; still it must always be borne in 
mind that a private, living or voluntary 
trust is usually a very confidential mat- 
ter, and the trustor may not desire to 
have its contents revealed to the com- 
pany whose stock is held nor to its trans- 
fer agent. 

At the time the stock is received in 
trust, it is always best for the trustee 
to take into consideration the possibility 
of being called upon to furnish such a 
certified copy and discuss the matter with 
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the trustor, securing his consent in writ- 
ing that you furnish certified copies of 
the trust instrument when required. 


If the stock is already held as above 
and no consent to file a certified copy of 
the trust instrument has been received 
from the trustor, it may be possible to 
file excerpts only of the declaration of 
trust with the transfer agent or com- 
pany, accompanied by an affidavit of an 
officer of the Corporate Fiduciary Bank 
stating that the excerpts are a full and 
true copy of the trust instrument relat- 
ing to the trustee’s power to transfer 
the stock and that the trust is in full 
force and effect, etc., as of the date the 
transfer is requested. 


This latter method, however, will not 
be acceptable to all companies or their 
transfer agents, and therefore cannot be 
relied upon. 

Second: Stock held in a private trust 
issued in the name of the Corporate Fi- 
duciary Bank without indicating the 
fiduciary relationship. 

While this method does not disclose 
the bank’s fiduciary capacity and would 
not require the filing of a certified copy 
of the trust instrument—thus eliminat- 
ing the objection to the disclosure of 
confidential matters—there are other 
points that do require the most careful 
consideration by those who contemplate 
its use. We call your attention to the fol- 
lowing relative to which, on each point, 
you should have your attorney’s opinion: 

1. By carrying the stock in the name of 

the Corporate Fiduciary Bank without 
any designation of the existing fiduci- 
ary capacity, does the bank as such and 
not as a trustee, thereby become sub- 
ject to a stockholders’ liability? If so, 
what is that liability? 

- Does the bank as such become liable for 
assessments? 

. Would the fact that the Corporate 
Fiduciary Bank had, in exercising its 
duties as trustee, purchased the stock 
and placed it in its name as above, have 
any bearing on stockholders’ liability or 
assessments that would differ from a 
case where the stock was a part of the 
corpus of the trust originally trans- 
ferred to the trustee by the creator of 
the trust? 

-Could the Corporate Fiduciary Bank 
secure any protection or relief from the 
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stockholders’ liability or assessments by 
filing with the company (whose stock 
was so held) a list of the beneficiaries 
of the trust? 

.Is there a law that prohibits the Cor- 
porate Fiduciary Bank from holding 
stock for longer than a fixed period of, 
time? ; 

Third: Allowing the stock to remain 
in the name of the creator of the trust, 
taking the certificate fully endorsed and 
accompanied by a dividend order, etc. 

While this method is followed by some 
trust departments, it does not meet with 
popular approval, nor is it adaptable ex- 
cept in cases where the creator reserves 
the right of revocation in whole or in 
part, and also reserves the right to di- 
rect the investments to be made by the 
trustee during the life of the creator. 

There are so many objections to this 
method that we doubt if it will ever be 
used to any great extent. 

Fourth: Having the stock held in pri- 
vate trusts issued in the name of a 
nominee of the trustee. 

In considering this method, the points 
mentioned under “Second” relative to- 
stockholders’ liability and assessments 
should also be taken into consideration. 

Upon receipt of stock to be held under 
the terms of a private trust, if it is de- 
sired to hold the certificates in the name 
of a nominee, the trustee should take a 
letter of directions to that effect, pro- 
viding the creator of the trust has re- 
tained the right to direct investments. 

The nominee of the trust should ex- 
ecute a declaration similar to the fol- 
lowing: 

Nominee’s Declaration 

I hereby declare that I do not have, and never have 

had, any beneficial ownership or interest in the 
shares of 

as evidenced by certificates numbered 

registered in my name. 

Said certificates were so registered in my: name as 
nominee of the true 
owner thereof. 

I further declare, that on request, I will make, 
execute and deliver any instrument of transfer, con- 
veyance or assignment thereof to the said true owner. 

These presents shall be binding upon myself, my 
heirs, executors, administrators and assigns. 


In Witness Whereof, I have hereunto set my hand 
and seal this 


Where a trust department follows the 
practice of carrying stock in the name of 
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a nominee, it should select one person to 
act as nominee for all stock so held. He 
should be one who will, in all probability, 
remain indefinitely in the employ of the 
corporation, preferably one of its young- 
er men, and one who the corporation has 
every good reason to believe will have no 
difficulties with creditors at some future 
time. 

In accepting stock to form a part of 
the corpus of a private trust and placing 
it in the name of a nominee, the same 
degree of care should be exercised as if 
the stock were to be carried in the name 
of the Corporate Fiduciary Bank, for 
the reason that the bank as trustee 
would not care to have the stock held in 
the name of its nominee if there were 
any likelihood of assessments of any 
kind, and also if the stock comprising 
the greater part of the corpus were pro- 
motion stock, or what is commonly re- 
ferred to as “cats and dogs.” 


Some trust departments holding a 
large amount of stock in the name of a 
nominee have caused a partnership to 
be formed so that the stock may be is- 
sued in the name of the partnership as 
nominee. This requires a properly pre- 
pared partnership agreement. 

The procedure would be the same as 
outlined above, but if volume warrants 
the use of this method, it has the added 
advantage of having some person always 
available to execute proxies or other re- 
quired papers. 


Partnership Method 


The following is a copy of such an 
agreement (names and dates changed) 
that has been in actual use by a trust de- 
partment of medium size for some years. 
It was prepared after much thoughtful 
consideration and is a combination of 
the principal points developed and fol- 
lowed by two larger trust departments. 

Partnership Agreement 

THIS MEMORANDUM OF AGREEMENT, made this 25th 
day of October, 1934, between John Doe, Richard Doe, 

WITNESSETH, a follows: 

1. The parties above named do hereby form a gen- 
eral partnership, under the name of Doe and Com- 
pany, to consist of said parties and such other person, 
or persons, as from time to time by unanimous con- 
sent of all of the then existing members of the part- 


nership may be admitted thereto. 
2. The business of the partnership shall be limited 
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and restricted to the holding of legal or registered 
title to such stocks, bonds, and other property as 
may be transferred, assigned, and delivered to it by 
Corporate Fiduciary Bank of City, State, on account 
of itself, or others, in accordance with the directions 
of said Bank. 

3. The existence of the partnership is to begin as 
of the 25th day of October, 1934, and is to continue 
until terminated by the agreement of the majority of 
the partners. 

4. In the event that any member of the partnership 
desires to withdraw, he shall be allowed to do so, 
and, in such cases and in the event of incapacity or 
of withdrawal by death of any of the partners, the 
partnership shall not be dissolved but shall be con- 
tinued by the surviving or remaining partners under 
the same partnership name and they shall succeed to 
all the rights and to the title of all the property 
standing in the name of the partnership, and all of 
the terms and provisions of this agreement shall 
thereupon apply to and govern the partnership with 
the changed membership. In such case, all the part- 
nership property and assets shall, without further 
act, vest in the surviving or remaining partners; and 
there shali be no interest therein on the part of the 
estate of any deceased partner or on the part of any 
incapacitated or retired partner; nor shall there be 
any interest in the name of the partnership in them, 
except that, if there be any profits belonging to the 
partnership accrued before the time of such death, 
incapacity, or withdrawal, a distribution thereof shall 
be made as though this event had not taken place. 

5. If a partner shall at any time cease to be in the 
employ of the Corporate Fiduciary Bank of City, 
State, his membership shall cease and he shall be 
deemed to have withdrawn from the partnership as of 
the date of the severance of his employment by said 
Bank. 

6. The members of the partnership shall at all 
times have the right, by unanimous consent, to admit 
any partner, or partners, either to fill a vacancy or 
to increase the number of partners. 

7. The partnership shall not, nor shall any individ- 
ual partner have or claim any interest, beneficial or 
otherwise, in any stocks, bonds, or other securities, 
or property at any time held in the name of the 
partnership, except for the purpose of transferring 
and holding legal title thereto, provided, however, 
that in the event that there be any earnings of the 
partnership, they shall be treated as the property of 
the partners, share and share alike, and are not to 
be included under the above stipulation. 

8. No partner shall have the power to undertake 
any obligations on behalf of the partnership, nor do 
any other act in said name, except upon the direction 
of the Corporate Fiduciary Bank of City, State. 

9. Each partner shall have the right to sign the 
firm name to assignments, affidavits, agreements, 
dividend and interest orders, income tax returns, re- 
ceipts, proxies, releases, and all other documents 
which the firm may be required to execute in the 
course of its business, subject always to the pro- 
visions hereof. 

In WITNESS WHEREOF, the aforesaid parties have 
hereunto set their hands and seals the day and year 
first above written. 


Letter from Bank to Partnership Company 


Letter from Bank to Partnership Company 
October 26, 1934. 

Doe & Company, 
City, State. 
Gentlemen: 

There has been filed with us a copy of the articles 
of partnership, executed by you on the 25th day of 
October, 1934, by which you undertake to perform 
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certain services at the direction of the Corporate 
Fiduciary Bank of City, State. This bank hereby 
undertakes to employ your partnership, consisting of 
the present or any future members admitted in 
accordance with the terms of said agreement for the 
purposes set out herein. 

As a condition of your employment, you shall, when 
and as directed by this Bank, cause to be transferred 
to the partnership the legal title or registered owner- 
ship of such stocks, bonds, securities, or other property 
as this Bank may from time to time require, and you 
are not to accept legal title, rights, and ownership of 
any stocks, bonds, securities, or other property unless 
directed to do so by this Bank. 

It is further understood that you will execute 
promptly such dividend orders, orders for the pay- 
ment of registered interest and other proceeds from 
securities or other property standing in your name 
as this Bank may from time to time direct, and that 
all stock certificates, bonds, and other securities, or 
evidences of registered ownership of property shall be 
deposited with this Bank under such regulations as 
this Bank may impose, to be accompanied by such 
instruments as this Bank may require, in the form 
approved by it, for the purpose of effecting transfer 
or change in name of registered ownership. 

As a part of this agreement, this Bank will furnish 
you with necessary office space, stationery, and clerical 
assistance, so that the operation of the partnership 
may be carried on without expense to you. As com- 
pensation for your services, the Bank will pay the 
partnership the sum of $1.00 per annum. 

This Bank agrees that it will hold you harmless 
against any and all claims which may be asserted 
against you by reason of your being the holder of the 
legal title to property assigned or transferred to you 
pursuant to our instructions. 

This employment is subject to cancellation at any 
time, on written notice from this Bank. 

Very truly yours, 
CORPORATE FIDUCIARY BANK. 


Carrying Stock in an Agency Account 


Stock received in an agency account 
should always be endorsed. Although the 
principal may, at the time of making the 
deposit and directing dividends be ad- 
dressed to him in your care, feel that he 
will always be available to endorse cer- 
tificates in the event he wishes to sell 
the stock, actual practice shows that is 
not always the case. He may forget that 
the certificates are unendorsed, and 
while away from the city, send you in- 
structions to sell for his account, etc. 
We believe it is always good practice to 
encourage the endorsement of certifi- 
cates at the time of making the deposit. 


Should your principal desire you to 
have the stock in the name of a nominee 
in order to facilitate handling, the trust 
department should taken an authoriza- 
tion from him permitting it to carry 
any stock held for the principal’s ac- 
count in the name of any nominee se- 
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lected by it. Such an authorization may 
be similar to the following: 


“You are hereby authorized to have the above 
described stock or any other stock that may be 
hereafter received by you for my account, issued 
in the name of a nominee selected by you, and I 
hereby agree to hold you and your nominee free 
and harmless from any and all liability, loss or 
damage that may result by reason of any stock 
being held.” 


Future Liabilities 


It is of the highest degree of impor- 
tance for all trust men always to exer- 
cise extreme caution in order to protect 
their institutions against possible future 
liability. 

At all times, keep uppermost in your 
mind the fact that while your duties and 
obligations extend alike to life tenants 
and remaindermen, you have the life 
tenants with you today, and if not satis- 
fied that they are receiving their just 
due, have recourse to the courts for a 
remedy. That being the case, be sure you 
are ever watchful and diligent in pro- 
tecting the interests of the remainder- 
men, because under a trust arrangement 
an error might be made today which 
might never come to light until the final 
termination of the trust, perhaps 30 or 
40 years hence. 


The only way to be certain that your 
institution is protected against possible 
future liabilities is to play safe always, 
now, today. Know that you are right! 


Points in Brief 


Trustees are guided first by the pro- 
visions of the instrument which creates 
the trust. Their first duty is to under- 
stand the provisions of the instrument 
and then to carry them out faithfully; 
otherwise, the trustees will be guilty of 
negligence and subject to surcharge. 


Keep fully informed regarding all 
trust investments held as trustee. 

Keep the corpus fully invested. 

Exercise extreme care in the proper 
apportionment between principal and in- 
come of all receipts. 

Make all disbursements promptly as 
directed. 

Render adequate and understandable 
statements of accounts promptly when 
due. 
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Make no profit from the trust estate 
other than your compensation. 

Guard jealously the rights of remain- 
dermen. 

Bear in mind that the trustee and not 
the trust estate is liable to third parties 
for any wrongs committed by the trus- 
tee. 

Watch carefully for possible future 
liabilities. 

Remember that the general trend of 
judicial opinion seems to be that a cor- 
porate trustee should be charged with a 
greater degree of responsibility than an 
individual trustee. 


Your Manual 


Prepare and insert in “Your Manual” 
the following: 

A digest of the laws of your state 
which apply to the investment of trust 
funds by a trustee in the absence of 
specific directions in the trust instrument. 

Outline the rules of law and/or weight 
of judicial decisions in your state re- 
garding the proper manner of treating 
the following: 


1. Amortization of premiums. 

2. Discounts. 

3. Extraordinary cash or stock divi- 
dends. 

4. Rights to subscribe. 


Outline the method which you feel is 
the best one to be followed by a corporate 
trustee in carrying the title to corporate 
stock held by it in a fiduciary capacity. 


Formulate and insert what you con- 
sider to be the safest rules for employees 
of a Corporate Fiduciary to observe in 
order to give their institution the highest 
degree of protection against the possi- 
bility of incurring future liabilities. 


Adequate insurance protection for the 
trust estate and for the trustee will be 
discussed in the sixth article of this 
series, which will appear in the Novem- 
ber issue. 


EpitTor’s Note: While we have arranged to pro- 
vide the services of R. R. Bixby in a consultant 
capacity (by mail only) for all institutions who 
are conducting round-table discussions of the 
Fiduciary Course, we have also arranged for him 
to reply to questions regarding the course or 
those suggested by it received from individuals. 
Letters may be addressed to TrusT COMPANIES 
Magazine for Mr. Bixby’s attention. 
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AMERICAN BANKERS ASSOCIATION 


Convention in Washington One of Most Serviceable and 
Constructive in History of Association—Addresses 
Before Trust Division Session Published in Full 


‘6 ERHAPS at no other time in our history has there been the need of 

P avser understanding between the Federal Government and the 

banks,” said Francis Marion Law, President of the American Bank- 

ers Association shortly prior to convening the annual convention in Wash- 

ington, October 22, “and I am convinced this convention will be one of the 
most serviceable and constructive in the history of the Association.” 

His prediction was amply justified. Bankers from all parts of the United 
States were in attendance, and the keenest interest was displayed in ad- 
dresses by various members of the Administration and by leaders in the 
field of banking. 

In reporting the proceedings of the convention, we have confined our 
attention almost entirely to the Trust Division. This session was held on 
Tuesday afternoon, October 23. The program consisted of three addresses. 
These are published in full on pages 369-379. 

Without adjournment the meeting was continued as the second session 
of the Constructive Customer Relations Clinic. Reports from this and other 
sessions will be found on subsequent pages. 


H. O. Edmonds Reviews Work of Trust Division and Discusses 
Problems Still Awaiting Solution 


The address of H. O. Edmonds, vice 
president, The Northern Trust Com- 
pany-Bank, Chicago, IIl., before the 
Trust Division, October 23, is published 
in full. 


HIS is my final message to you as 
your president, I have tried to be 
diligent in your service, to hold up 
the hands of the executive officers of the 
Division and of the American Bankers 
Association, to go where I was needed 
and at the same time avoid unnecessary 
meddling. I have had the friendship and 
Sympathy of the Executive Manager, 
Mr. Shepherd, and the loyal, devoted 
support of the Division’s Secretary, Mr. 
Sargent, whose tact and knowledge of 
our problems is beyond praise. Needless 
to say, the officers of the American 
Bankers Association, President Law, and 
Messrs. Hecht and Fleming, have aided 
and supported the Division by their ad- 
vice and friendly cooperation. To Messrs. PS ae 
Leon M. Little, our Vice President, and H. 0. EDMONDS 
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Merrel P. Callaway, the Chairman of our 
Executive Committee, and all our past 
officers and the members of the Execu- 
tive Committee, I make grateful acknowl- 
edgments of their fine cooperation and 
the patient sacrifice of their time and 
leisure. The chain of friendship formed 
in this service I feel sure will last while 
we live. 


Looking back over four years of serv- 
ice on the Executive Committee and as 
President, I have a great feeling of ad- 
miration for the men I have worked with 
and for their steady devotion to the high 
principles underlying our duties and 
obligations. You will recall the efforts of 
past years to put forth an adequate state- 
ment of trust principles, which my 
predecessor, Colonel Sims, finally brought 
to conclusion nearly two years ago. We 
have heard much of it since. It is now 
a vital force. No word or phrase of it 
has had to be changed or modified and 
it is an important part of the Bankers’ 
Code. It has been a great privilege to be 
allowed to work in this field during these 
important and fateful years. 


In laying down my office it remains 
only to summarize the work of the Divi- 
sion during the past year and to give 
you a few thoughts as to the trust busi- 
ness as it stands today. 


During the past year the effort has 
been to conserve values where possible, 
to assist the borrower in saving his 
equity, to save the income of those de- 
pendent for support on trust invest- 
ments, to lighten as far as possible the 
burdens of both borrower and lenders, 
to assist in promoting the regular pay- 
ment of taxes, and to patiently explain 
to all that in the general collapse of 
business it is vain for any to hope for 
complete exemption from loss. Distress 
among those dependent upon trust funds 
to keep up normal family life has been 
great. I have been struck many times by 
the patience and intelligence of bene- 
ficiaries and others whom the trustee 
was endeavoring to serve and protect. 
Incidentally, the trust officer has often 
cause to regret that his foresight could 
not have been better. When one contem- 
plates the results of over-development, 
whether it be of business or residence 
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property, or of plant capacity, or in any 
other line, certain facts not previously 
recognized are revealed in their full im- 
portance. One has only to remember the 
effect of over-building in cities upon the 
earning power of improved real estate to 
recognize this truth. Certain credits or 
investments secured by lien may be in- 
trinsically sound and worthy of confi- 
dence. Others may be less so, in other 
words, may be more speculative, or may 
be developed in advance of real need due 
to a mistaken estimate of probable net 
income and ability to earn taxes and 
operating expenses. Unfortunately, the 
increased volume of the unsound devel- 
opment destroys a part of the value of 
the sound, from whence results failure 
of earning power, tax defaults and loss 
of market for improved real estate of all 
kinds, whether it be single homes or 
apartments or hotels or office buildings. 

The trust activities of the year past 
have been less in the direction of busi- 
ness extension and more in the line of 
careful administration. It has _ been 
costly, for infinitely greater effort and 
increased activity have been necessary in 
order to cope with these difficult times. 
There is but one way to deal with the 
existing situation, namely, to put forth 
every effort and expend whatever is 
necessary to perform the trustee’s serv- 
ice adequately, trusting that in the 
future some reasonable reward in the 
shape of new and profitable business may 
be obtained in return for diligent and 
faithful trust service. 

Events in some localities have shaken 
confidence in certain corporate trustees, 
but at the same time they have demon- 
strated the scrupulous exactitude with 
which for the most part trust property 
has been held apart and administered 
without becoming involved in the bank’s 
own affairs. One has only to point to 
the various reports of the Comptroller 
of the Currency, J. F. T. O’Connor, upon 
his experience with trust departments 
and since the bank holiday. 


Relations With Bar Improved 


Our relations with the Bar have con- 
tinued to improve and it must be our 
constant effort to see that the limitations 
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of trust business and professional serv- 
ices are carefully observed. Again, the 
Statement of Trust Principles is eloquent 
upon this subject and it must be our aim 
to see that what we say with our lips 
we practice in our lives. Most of us know 
and all of us must learn that the prob- 
lems of trust management, the care of 
business affairs are great enough for all 
our energies, and that these are most 
successfully served under the direction 
of high minded, intelligent legal ad- 
visers. Large complicated situations call 
for the best efforts of the trustee on 
the business side and of the independent 
professional man upon the legal side. 
What both trust men and lawyers must 
constantly seek is a steady tendency 
toward higher stands of business and 
professional ethics, and the careful and 
economical administration of small 
trusts. 


A conflict in California between the 
Bar on the one side and different organ- 
izations, including banks and trust com- 
panies, on the other, has been most 
happily disposed of during the year, and 
in the effort to bring this about the 
American Bar Association and that of 
California vied with our own represen- 
tatives in seeking an adjustment of the 
difficulties on a reasonable basis. Our 
country is too large, its problems too 
complex and its need of our best services 
too great to permit the waste of time in 
internal strife to the prejudice of the 
American people, whose interests are 
paramount and entitled at all times to 
the first consideration. The settlement of 
strife of this kind reflects honor upon 
both the parties and brings about cor- 
diality and mutual respect instead of 
misunderstanding and distrust. Our 
thanks are due in this affair to the 
chairman of our Committee on Relations 
with the Bar, Robertson Griswold, to the 
corresponding committee of the Amer- 
ican Bar Association, to the officers of 
the California Bar Association and to 
our own trust associates in California. 


Occasionally in the past there has been 
a lack of perfect cooperation between the 
Division and the parent organization. 
Subsequently, in conference between rep- 
resentatives of both, the difficulties have 


It says “Lend Me Your 
Ear.” The telephone bell rings. 


You lend ear to the message from 
friend or business associate. Val- 
uable indeed is this easy, low- 
cost means of contact with one’s 
fellows. Americans are notable 
judges of value—which helps to 
explain why they lead the world 


in the use of the telephone. 


Bell Telephone 
System 
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always yielded readily to adjustment, 
and generally with expressions of mild 
surprise from the conferees that the dif- 
ficulties ever should have arisen. The 
keen mind of the Chairman of our Exec- 
utive Committee, Mr. Callaway, finally 
pointed out a defect in our organization 
which is about to be removed. The Exec- 
utive Council of the American Bankers 
Association has and always will be com- 
posed of those occupied with different 
branches of banking. Active trust men 
seldom appear in its membership. As an 
example of what can occur, totally with- 
out design, a Code Committee of twenty- 
five was appointed without any active 
trust representative upon it. Subse- 
quently this omission was corrected by 
putting Henry Theis of the Guaranty 
Trust Company of New York on the 
Committee. This appointment laid upon 
him responsibility for difficult trust 
problems, with which he had to deal 
without the assistance and cooperation 
of any trust colleagues. The Trust Divi- 
sion should have had more representation 
upon this Committee. It should also have 
greater representation on the Executive 
Council of the American Bankers Asso- 
ciation. To bring this about an amend- 
ment has been proposed to the by-laws 
of the American Bankers Association 
which will be presented for adoption at 
the present meeting for the purpose of 
increasing the number of appointments 
by the President of the Association to 
the Executive Council from five to 
twelve, in order to enable him to appoint 
a number of experienced, mature trust 
men to the Council. It is hoped that if 
this plan carries, it will result in definite 
advantages both to the executive officers 
of the Association, the Executive Coun- 
cil and the Trust Division. 


Trust Examinations 


Probably the most outstanding new 
feature in corporate trust work this year 
is the plan for the examination by the 
Federal Reserve Board of the trust de- 
partments of member banks. Trust de- 
partments of national banks have already 
been under examination by the Comp- 
troller of the Currency. The plans of the 
Federal Reserve Board in this respect 
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must necessarily progress slowly but are 
well under way, and chief examiners have 
been appointed in each of the Federal 
Reserve districts. Your President was 
instructed by the Executive Committee 
to tender our cooperation to make this 
plan as effective as possible, and also 
where possible to assist in devising 
means for a uniformity of objectives and 
statistics growing out of the examina- 
tion. This work will be continued. It is 
of the highest interest to every member 
of the Trust Division and will tend to 
improve and make uniform the nomen- 
clature of trust accounts, the method of 
valuing trust property, the compiling of 
useful statistics and the improvement of 
trust practice generally. For the purpose 
of laying before you the plans as far as 
they have progressed and the methods to 
be pursued in examination work, we have 
fortunately secured the consent of 
Eugene M. Stevens, Chairman of the 
Board of the Federal Reserve Bank of 
Chicago, to address us today on this 
subject. 

During the year there has been steady 
cooperation with corporate fiduciary as- 
sociations, wherever these are organ- 
ized, with a view to working out reason- 
able and uniform fee schedules applicable 
to all kinds of trust business in their 
various localities, and the Secretary of 
the Division has maintained contacts 
with corporate fiduciary associations and 
supplied them with useful trust informa- 
tion at intervals during the year. 

In this connection I have the pleasure 
of announcing that the Division has just 
completed its first annual directory of 
capitalized trust institutions, trust men 
and trust associations in the United 
States. This directory, an eighty-page 
book, is now being distributed to the 
membership from the headquarters office 
in New York. It lists every trust associa- 
tion, trust company and bank with trust 
powers, and names of trust officials in 
the United States as far as we have been 
able to obtain the necessary information 
to make these lists complete. It is pos- 
sible that this first directory of the trust 
business may be incomplete in some re- 
spects, but it will be revised yearly. 

Trust practices are being standardized 
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everywhere under the Statement of Trust 
Principles. It is impossible to operate 
successfully in disregard of these prin- 
ciples, and they will almost certainly 
enforce themselves, given reasonable 
supervision by state and national au- 
thorities. Much of our work in the past 
year has been in the direction of making 
these facts clearly evident to all trust 
departments and securing their intelli- 
gent cooperation. 


Security for Trust Deposits 


Undoubtedly there are many unsolved 
problems before us and it is not my pur- 
pose to dwell upon them, for it is only 
by slow degrees and by patience that 
progress can be made, especially where 
legislation or governmental action is re- 
quired. I will mention one problem which 
must be carried forward until it can be 
solved. This is the method of holding 
and securing cash funds of trust ac- 
counts, whether principal or interest, 
until these are paid over or invested. 
The problem of making deposits safe for 


small depositors is being worked out. In 
addition there is required a deposit of 
securities in the case of national banks 
to secure the safety of trust cash. If 
the deposit insurance is sufficient, then 
the additional security for trust cash is 
unnecessary. Furthermore, the additional 
security for trust deposits is drawn from 
the capital or deposits in the Banking 
Department. Assuming that insurance 
and good supervision make deposits safe, 
then this additional security deposit is 
unnecessary. In a sound banking system 
all deposits should be safe and there 
should not be different degrees of safety, 
even between a trust deposit and an or- 
dinary deposit. It would seem, therefore, 
that the deposit of securities with the 
governmental authorities to protect trust 
cash should be abolished. In some states 
trust cash is required to be carried in 
some other bank than that of the cor- 
porate trustee. This imposes additional 
work, substitutes another risk for that 
of the bank’s own solvency and may 
easily lead to a series of reciprocal ac- 
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counts. In bad times a careful trustee 
will want to have his cash trust funds 
nowhere except in his own control. If he 
has the right to carry these funds in his 
own bank but has been required to de- 
posit a part of his assets in order to 
furnish additional and unnecessary se- 
curity for his trust cash, he has in so 
doing weakened the security of all of 
his deposits. It would seem rather that 
deposits should be made secure but one 
deposit should not be made more secure 
than another, even though it be cash be- 
longing to a trust. There is so little 
demand by trust customers for protec- 
tion in this respect that in all my ex- 
perience I have never encountered it in 
dealing with actual or prospective trust 
customers. Either the cash is income and 
will be speedily disbursed, or it is prin- 
cipal and will be invested. Governmental 
supervision will know how to deal with 
improper delays in investing funds. Such 
acts can be penalized. They seldom occur 
and would be easy to deal with if they 
did occur. 

The effect of this double, and it seems 


unnecessary protection, might be illus- 
trated as follows: Suppose the death of 
two depositors in a bank having a trust 
department, each depositor leaving a 
widow. In one case the entire estate is 
given outright to the widow, and in the 
other it is given to the Trust Company 
in trust for the widow. Assume that both 
estates must have money on deposit in 
the bank from time to time. There would 
seem to be no fairness in giving the trust 
estate widow a preference over the other 
widow in the distribution of assets if 
the bank should fail. 


The solution of this problem can only 
be worked out by national or state legis- 
lation or both. The first step might be 
if the federal regulations affecting trust 
departments of national banks could be 
changed so that all deposits were treated 
alike. The tendency of state enactments 
would be to approximate those of the 
federal government, assuming this idea 
of uniform treatment of deposits is 
sound. 

The annual meeting of the Trust Divi- 
sion today is held in connection with 
that of the Public Education Commission 
of the American Bankers Association. It 
has been thought best to bring this about 
in furtherance of the work of Mr. 
Puelicher and his associates of the Com- 
mission, in which work we are so vitally 
interested. Corporations engaged in the 
service of trusteeship have one great ad- 
vantage to offer to customers, namely, 
that of perpetual and uninterrupted 
succession. This advantage, however, is 
completely lost unless it is carefully pro- 
vided for in advance. It cannot be pro- 
vided for except by the careful training 
of the young employee to render him fit 
for the responsibilities which later on 
must be assumed. In many lines of busi- 
ness this principle operates, but nowhere, 
unless it be possibly in the learned pro- 
fessions, does it operate so completely 
as in the trust business. The ethics of 
the business, its legal background, its 
business responsibilities, its duties 
toward beneficiaries and remaindermen, 
its duties toward the state which licenses 
the corporation, all of these things must 
be taught by precept and example. For 
these reasons we welcome the cooperation 
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of the Public Education Commission here 
today, and the messages of our speakers, 
Eugene M. Stevens and Tom K. Smith, 
are addressed to them quite as much as 
to ourselves, because we realize that in 
a certain sense the future of organized 
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trust business is in their hands. 

I thank all of my friends in the Trust 
Division for the cooperation I have en- 
joyed during the past year and shall 
hope while life lasts to enjoy your 
friendship. 


Attitude of Trust Examiners to Be Helpful Rather Than Critical, 
Says E. M. Stevens—Declaration of Principles i is Guide 


The address of Eugene M. Stevens, 
Chairman of the Board and Federal 
Reserve Agent, Federal Reserve Bank 
of Chicago, delivered before the Trust 
Section, American Bankers Associa- 
tion convention, October 23, is published 
in full: 


| “NX HE events which have transpired 
during the last few years have 
placed the banking system in the 
unenviable position of the worm in the 
field of the microscope, with the eye of 
the public on the observing end. Unfor- 
tunately, this was at a time when it had 
been placed in such position that it 
showed its worst side, and the micro- 
scopic eye was focused on its defects 
rather than on its merits. It is high time 
that the worm turned and revealed some 
of the characteristics which make it a 
good worm and able to do the job for 
which it was created. 

This microscopic public scrutiny has 
shown enough that needed correction and 
alteration, but to the discerning, it has 
also revealed the highly necessary part 
the banking structure plays in the whole 
economic activity. In each community, 
the banks are the centers and clearing 
houses of business activity. Their im- 
portance in community life has been 
strikingly demonstrated, especially in 
these localities where banks have recent- 
ly been eliminated. 

As is always the case, bank failures 
have been played up as news, while the 
large number of banks which have con- 
tinued open through these most difficult 
times have received scant attention in 
the public press. It is small wonder that 
a large part of the public found their 
confidence shaken in the banks under 
these extraordinary circumstances. They 
did not always appreciate that the un- 
precedented decline in all values, over 
which the banks had no control, greatly 
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affected the banks’ assets, while their 
deposit liabilities remained fixed. The 
public did not always understand that 
a large proportion of the banks that 
failed never had a real reason for their 
existence, and that many of them were 
masquerading only under the name of 
banks, or that very few failures were 
due to dishonesty. 

It was not always understood that the 
strain on the banking system as the cen- 
ter of all business was perhaps greater 
than on any other one industry, and that 
when the whole economic system tem- 
porarily got out of control, the conse- 
quences would primarily be reflected in 
the banks. Here, as everywhere else, the 
large majority were penalized for the 
actions of the few. 

The courage and persistence with 
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which bankers stood at their posts under 
these conditions is deserving of the high- 
est praise. The support given them in 
their local communities by voluntary 
cash contributions to new capital and by 
the deferring of claims by depositors 
was not excelled in any other industry. 
It is probable that much more needed 
capital was raised by voluntary subscrip- 
tions of stockholders and good citizens 
than by the assessment route. 


Fuller Sense of Responsibility 


Not the least of the results of the sur- 
vey and reorganization of the banking 
structure has been the fuller realization 
of their responsibilities by bank direc- 
tors and officers. It has been borne in on 
them through these events that they are 
under heavy responsibilities to the com- 
munities which they serve and to the 
public at large, and that any use of their 
position for private gain would no longer 
be tolerated. They are therefore more 
than ever entitled to the confidence of 
the public. 

It is a well-known fact that at least 90 
per cent. of all business transactions are 
cleared through credit instruments, 
which are accepted on faith and confi- 
dence in the maker. The whole basis of 
credit is confidence, and therefore it is 
most essential to the credit system un- 
der which we operate that the banks, 
which are the agencies of credit, should 
have the assured confidence of the peo- 
ple. 

The 


present banking structure is 
basically sound. The parasites of occa- 


sional incompetency and_ dishonesty, 
which were disclosed, have not destroyed 
either its inherent position or its funda- 
mental principles. The almost complete 
regeneration of the banking structure 
during the last year and a half has 
cleansed it of its parasitical growth, and 
has put it in the strongest position as 
to safety and good management in a 
generation. Furthermore, a judicious and 
courageous administration of the super- 
vising powers under the Banking Act of 
1933 should continue it in this strong 
position. 

It now remains that the banking struc- 
ture reveal itself to the public eye in its 
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health and strength and in its capacity 
for needed service to the public, so that, 
seeing, the people may realize that: their 
confidence in it may be justifiably re- 
stored and increased. If governmental 
enterprise and governmental capital is 
to be supplanted by private enterprise 
and private capital, the banks must be 
among the leaders and regain in their 
own business and restore to themselves 
the banking and credit function which 
government has temporarily assumed 
under emergency.The banks are equipped 
as almost never before to supply a vast 
volume of credit to commerce and indus- 
try as it may be required, and only await 
the opportunity. 


Trust Functions Little Understood 


In addition to deposit and discount 
business, many banks have undertaken 
trust functions entailing legal responsi- 
bilities and moral obligations too often 
little understood. Such functions should 
not be lightly assumed. The relations 
often run over a long period of time and 
require a thorough understanding of the 
legal and moral obligations involved. 
This highly specialized business varies 
greatly from commercial banking. The 
latter is concerned with short term cred- 
its for the movement of trade and in- 
dustry; the fiduciary business involves 
in many cases making investments in 
long-term capital obligations; the one 
immediate conditions, the other far- 
sighted judgment as to values and condi- 
tions. Accepting so-called ‘corporate 
business” requires an exercise of judg- 
ment as to merit and a scrupulous carry- 
ing out of the duties. Mistakes in 
acceptance of business no less than 
errors of judgment in administration can 
create potential liabilities as well as un- 
desirable publicity. Beneficiaries under 
personal trusts are in many cases depen- 
dent on the income from the trust, and 
purchasers of securities often rely for 
merit on the trustee or transfer agent. 


There is no relationship which exacts 
such an obligation on the banks as does 
the acceptance of trusts. There is no re- 
lationship which demands so much con- 
fidence on the part of the customer when 
he entrusts the future welfare of his 
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@ Since 1889 this institution has been gathering its 
broad experience in the probating of wills estate 
management and other fiduciary service. Your 
correspondence is invited when The Northern 
Trust Company can be of service. 


dependents to the care of the bank of a 
fund which he has accumulated as the 
chief concern of his career for that dis- 
tinctive purpose. The elements of risk 
and of discretion which may properly be 
assumed in the commercial banking de- 
partments where the depositors’ funds 
are protected by the stockholders’ equity 
in the bank’s assets, cannot be justified 
in the administration of trusts. 

The right of examination and super- 
vision of banks by governmental au- 
thority has long been established and 
recognized. The exercise of this right in 
an effective way has not been altogether 
satisfactory by reason of the limited 
powers in the statutes, and sometimes 
the authorities were condemned by the 
public for conditions which were beyond 
their control. Prior to the enactment of 
the Banking Act of 1933, supervising 
agencies had little or no power to cor- 
rect practices and policies in individual 
banks which were leading them into ulti- 
mate disaster. The punitive powers could 
be exercised only when actual insolvency 
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had been reached or when there had been 
some direct violation of the Banking Act. 
Under the Banking Act of 1933, such 
agencies are clothed with an authority 
which is designed to enable them to 
check the evils of mismanagement by 
demanding change in such management 
and in policies which are inimical to the 
best interests of the bank, and thus be 
in a position to prevent disaster rather 
than await the culmination of difficul- 
ties which would later have to be cured 
by drastic action. The knowledge of the 
existence of this power should make its 
application unnecessary excepting in 
rare instances. If the supervising au- 
thorities have the courage and the good 
judgment to exercise these new powers 
properly, a greater public confidence in 
examination and supervision may there- 
fore be justified. 


Specially Trained Examiners Required 


With the sense of the specialized char- 
acter of fiduciary administration, super- 
vising authorities have come to realize 
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that the type of examination required 
can be properly conducted only by men 
specially trained by education and ex- 
perience along these lines. To this end, 
the Comptroller of the Currency, the 
Federal Reserve banks and State author- 
ities are assigning men to trust examina- 
tion work who are specialists in this 
field. Within the last year, the Federal 
Reserve System has established in each 
of its banks trust examination and super- 
vision departments, and the Comptroller 
is doing the same. Heretofore trust de- 
partment examinations have often been 
merely a check-up of securities and rec- 
oncilement of balances. It is the pur- 
pose in the future that trust examiners 
shall investigate and review policies and 
practice and management. The trust 
examiner should know theory and prac- 
tice and have an understanding of legal 
and moral responsibility so that he can 
intelligently and authoritatively discuss 
these matters with the trust officers and 
directors and call attention to seeming 
improper practices and policies. 

It may not be generally understood 
that while national banks receive author- 
ity to commence business from the 
Comptroller and thereafter he has direct 
supervision, authority to exercise fiduci- 
ary powers is granted by the Federal 
Reserve Board. The authority to grant 
such powers carries with it the respon- 
sibility to see that they are not given to 
banks not equipped to properly exercise 
them; further, that after being granted 
they are properly exercised. State banks 
are wholly creatures of the state, but 
supervision of trust departments of state 
member banks is likewise a responsibility 
of the Board. This is recognized by both 
national and state supervising author- 
ities and entails their cooperation in ex- 
amination and supervision. 


It is desirable that many banks located 
in medium-sized communities have fidu- 
ciary powers. Often the amount of trust 
business is limited and does not warrant 
the employment of a trained trust execu- 
tive. Not the least of the duties of the 
trust examiner will therefore be educa- 
tional in character. His continued con- 
tact with trust departments in many 
banks will enable him to appraise the 
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best in policy and practice and to influ- 
ence trust departments to adopt such 
methods as have proven best. Through 
this process it is hoped that there will 
be evolved a standardization in admin- 
istration of trusts, in banks large and 
small, and that those who may be engag- 
ing in improper practices through ignor- 
ance will be enabled to correct their 
errors. 


Recent Conference in Washington 


To the end that standardization may 
be developed there has recently been held 
in Washington a conference of trust ex- 
aminers of all the Federal Reserve banks. 
This conference considered at length 
questions which were designed to involve 
all phases of trust administration. Out 
of this conference grew an understand- 
ing and adoption of principles to co- 
ordinate trust examination and supervi- 
sion in the several districts. Subsequent 
conferences should develop this under- 
standing further as supervising trust 
examiners learn from each other and 
from experience in the field the best 
practice prevailing in the various dis- 
tricts. 

The report forms on trust department 
examinations have been revised and are 
inclusive of matters of policy and pro- 
cedure as well as detail, and it is of in- 
terest to note that the forms now used 
by the Comptroller, the Federal Reserve 
banks, and the Federal Deposit Insur- 
ance Corporation are practically iden- 
tical. 

It should be understood that the em- 
phasis in this supervision is placed 
strongly on the constructive and helpful 
side rather than that of the critical. The 
job of any bank examiner is not merely 
a faultfinding one. It is, of course, nec- 
essary to discover what may need cor- 
rection, but that is only a small part of 
his duty. He should thereafter devote 
himself not only at the time of the ex- 
amination but through subsequent visits 
and review to be constructively helpful 
in correction of incompetence or malad- 
ministration. Our examiners are very 
definitely instructed to take this attitude, 
and it is noteworthy that the banks in 
increasing numbers are coming to us 














seeking advice and counsel on their prob- 
lems. 

We have a full recognition of the diffi- 
cult but very respectable and useful ser- 
vices which trust officers render to their 
beneficiaries. We recognize that it is 
not in any sense a field for great profit 
or exploitation, but that it is rather in 
the nature of a professional service 
which requires administration of high 
intelligence and sense of responsibility. 

We are aware of the splendid efforts 
of the Trust Section of the American 
Bankers’ Association as reflected in its 
adoption of the Declaration of Principles 
of Trust Administration for the guid- 
ance of its members. In a sense, this 
Declaration of Principles was used as a 


Tom K. Smith, president of the Boat- 
man’s National Bank, St. Louis, spoke 
before the Trust Division of the Ameri- 
can Bankers Association convention, 
October 23. His address is published in 
full: 


VERY president: of a bank large 
K enough to justify the mainte- 
nance of a trust department is 
naturally interested in the de- 
partment’s growth and _ development. 
Many interesting and challenging prob- 
lems arise in a modern trust department. 
No bank president could possibly be ex- 
pected to keep in touch with all the inti- 
mate details of the department; it would 
be unwise for him to attempt to do so. 
He does, however, wish to show an in- 
telligent understanding of its problems 
and to bring to the department all the 
help that his position as head of the bank 
can bring. 

If the president is to be the effective 
force he desires, he must first equip him- 
self with a thorough knowledge of the 
history of trusteeships and their gradual 
unfolding into what we today under- 
stand as trust service. Let us consider 
this history for a few moments. 


Historical Background 
We have all read of interesting ancient 
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general guide for examination and super- 
vision at the Trust Examiners’ Confer- 
ence referred to. We also recognize the 
honest and intelligent efforts which are 
being made by trust officers and their 
deep sense of responsibility. It is our 
hope that our practice in examination 
and supervision of trust administration 
may be fully cooperative with what you 
are trying to do. To this end, we invite 
your help and your confidence. By our 


united efforts and by our cooperation in 
attaining and maintaining the highest 
standards of trust policy and practice, 
we may confidently expect that the pub- 
lic will come to recognize and renew a 
justified confidence in the trust admin- 
istration of our banking system. 








TOM K. SMITH 


wills, including that of the Egyptian 
Uah, the uncle of Tutankhamen, which 
was written in 2548 B. C. We know 
that for centuries during the Middle 
Ages various trust functions, such as 
acting as executors, guardians and 
trustees were performed by priests, 












TA News I 


SOUTHERN CALIFORNIA 


The Largest Bank, the Lead- 
ing Trust Institution operating 
in Southern California is 


ECURITY - FIRST 
NATIONAL BANK. 
OF LOS ANGELES 
® 123 Branches from Fresno on 
the north to Imperial Valley on 


the south each equipped to render 
Trust service. 


Resources over $500, 000,000 


Knights Templars, solicitors and in- 
dividuals. Accounts of these services 
have come down to us in legal and his- 
torical documents. There later developed 
a drift toward the use of the services of 
private banking institutions for trust 
functions. Charles Dickens, in his novel 
“A Tale of Two Cities” accurately re- 
flects this situation and portrays a 
banker faithful to his trusteeship over a 
long term of years. You will recall the 
French physician, Alexander Manette, 
had placed his financial affairs in the 
hands of the old English banking firm 
of Tellson and Company, which main- 
tained a Paris branch. Later, about 
1758, he was thrown into the Bastille, 
and the bank’s officer, Jarvis Lorry, man- 
aged his property so that his wife and 
infant daughter were cared for. When 
the wife died, Lorry removed the two- 
year old daughter to England and, as her 
guardian, saw that she was properly 
reared and educated. After many years 
in the Bastille, during which time he be- 


came mentally deranged, the physician 
was released, and Lorry, hearing of this, 
went with the now grown woman to 
Paris to find him. There he located her 
father and arranged for such excellent 
care for him that he later recovered his 
reason. I should like to have been pres- 
ent when Lorry, acting on behalf of Tell- 
son and Company, made an accounting of 
their management of the doctor’s affairs. 
So interesting is this “trust” story that 
I quote a few sentences that -Dickens 
caused Lorry to say in speaking to the 
bank’s young ward, Lucie Mannette. “I 
speak, miss, of twenty years ago. He 
married—an English lady—and I was 
one of the trustees. His affairs, like the 
affairs of many other French gentlemen 
and French families, were entirely in 
Tellson’s hands. In a similar way I am, 
or I have been, trustee of one kind or 
other for scores of our customers.” 


In quoting this, I have a double pur- 
pose: first, to show that, by the testi- 


mony of the historically accurate Charles 
Dickens, many banks were performing 


numerous trust functions before the 
French Revolution, and, second, to point 
out that Tellson and Company, when they 
undertook the trust, could not possibly 
have anticipated the tremendous obliga- 
tions they would be called upon to as- 
sume. It is interesting to note that they 
were faithful to their trust. To them 
it must have been an interesting and 
challenging problem. 


The early history of the development 
of trust service in England had its coun- 
terpart in the United States. It was not 
until early in the nineteenth century 
that any move was made in this country 
toward the use of the corporate trustee, 
and this period was, of course, the period 
of development of the corporate form of 
organization itself. These were the days 
of transition in our country from agri- 
culture to small but thriving manufac- 
turing industries, from shipping by 
sailing vessel and wagon train to trans- 
portation by steamboat and railroad. 
Then followed street lighting, street rail- 
ways, the telephone, telegraph, mining, 
more ambitious manufacturing ventures, 
and with them an increasing tendency 
toward corporate organization. I men- 
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tion these developments because they 
mark a change in the forms of wealth 
from lands and buildings and livestock 
and similar tangible property to stocks 
and bonds. Personal fortunes of con- 
siderable magnitude also came into be- 
ing. Lanier’s book “A Century of Bank- 
ing in New York 1822-1922” reveals that 
by 1840 there were twenty-three million- 
aires in New York City, and that three 
or four of them had fortunes in excess 
of ten million dollars. The small busi- 
ness with limited capital run by an in- 
dividual gave way to the great corpora- 
tion with hundreds or thousands of em- 
ployees and enormous resources. Com- 
merce became complicated and far-flung. 
The financing of business and individual 
needs was no longer a simple matter. 
But the heart motives of nineteenth 
century Americans were not affected by 
these economic changes. The desire to 
provide for their loved ones in the most 
effective manner was ever present. For 
many years they had naturally turned to 
their solicitors. There were many firms 
of solicitors in England and other coun- 
tries that had continued under the same 
firm name from one to two hundred years, 
even though there was no one left in the 
organization having the name that ap- 
peared in the style of the firm. The 
solicitors served their clients honorably 
and well. But as property became more 
complex, as commerce developed, as 
means of communication became swifter 
and opportunities for purchase and sale 
multiplied, there grew up gradually an 
increasing request that banks undertake 
various forms of trust duties. Bankers 
found themselves performing these duties 
as a matter of evolution. Recognizing 
this development, banks began asking for 
special charters and statutes that would 
make it possible for them to perform the 
services adequately and with full pro- 
tection to those for whom the services 
were rendered. The first duties that cor- 
porate trustees were called upon to per- 
form took the shape of what we today 
call investment trust service. This grad- 
ually led to other forms of fiduciary ser- 
vice. In 1841, eleven years after it was 
chartered, the New York Life Insurance 
and Trust Company undertook what ap- 
pears to be the first administratorship 
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There was a 


by a corporate trustee. 
period where corporate trustees were 
largely engaged in trust service for cor- 
porations and gave very little service to 


individuals. This was natural in view 
of the tremendous increase in the num- 
ber of corporations and their demands 
for a corporate trustee in the issuance 
of bonds and stocks. While a great many 
banks were performing some trust ser- 
vices, very few had organized specifically 
as trust companies. Thus in 1890 there 
were only sixty-three trust companies in 
the United States, and the movement to 
add the word “trust” to the bank title 
was only beginning. No national bank 
was permitted to perform trust duties 
at this time; trust powers for national 
banks were not fully confirmed until 
after the pasage of the Federal Reserve 
Act in 1913 and the decision of the 
United States Supreme Court of 1924. 
At the present time there are in excess 
of 3,328 trust institutions in the United 
States listed as members of the Trust 
Division of the American Bankers As- 
sociation. The Comptroller of the Cur- 
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rency, in his report of June 30, 1933, 
points out that there were 1,845 national 
banks having authority to exercise trust 
powers, with combined capita! of $1,285,- 
523,255 and banking resources in excess 
of $18,300,000,000, and representing 87.8 
per cent of the resources of all the banks 
in the national banking system. These 
national banks were administering 100,- 
356 individual trusts with assets aggre- 
gating $6,311,000,000. In addition they 
were administering 10,784 corporate 
trusts and acting as trustee for out- 
standing note and bond issues amounting 
to $10,400,000,000. There was a definite 
increase in each classification over 1932. 
No reliable figures are available for 
banks other than national exercising 
trust powers. It is clearly apparent that 
trust business in the United States to- 
day has reached very remarkable and im- 
pressive totals, and that the conduct of 
trust business today constitutes a very 
considerable portion of the total activi- 
ties of the banks and trust companies in 
the United States. It is evident that 
present day trust policies have come into 
being only after many years of trust ex- 
perience. The record over the years in 
the development of these policies is a 
long and honorable one, and, when one 
considers the character of the service 
rendered, the history of trust service as 
developed by the banks and trust com- 
panies of the United States is found to 
be one of which we all can feel justly 
proud. 
Trust Estates Committee 


Against the background of this history 
and development I wish now to discuss 


certain phases of the conduct of modern 
trust business. I shall begin by consider- 
ing what I regard as the most important 
entity in the modern trust organization: 
the trust estates committee. This com- 
mittee, drawn from the bank’s board of 
directors, constitutes a small board of 
directors for the trust department alone. 
It determines trust policies and it au- 
thorizes and passes upon specific trans- 
actions. I regard the selection of the 
trust estates committee as the most im- 
portant duty which the bank president 
has to perform. 

I believe the committee should be made 
up of men who through their own lives 
and by the acquisition and successful 
management of personal fortunes have 
demonstrated that they will bring to the 
committee strength and first-hand busi- 
ness experience. If possible I would 
choose men from different types of busi- 
ness, so that the sources of information 
available to the committee may be broad 
and varied. I do not believe in rotation 
of membership on the committee, if this 
is done simply to give other members of 
the bank’s board an opportunity to sit on 
the committee. I believe the committee 
should be strongly constituted at all 
times, and, if a man has demonstrated 
his fitness for a position on the commit- 
tee, I would keep him there just as long 
as he continued to show his interest. I 
believe strongly that the meetings of the 
committee should be held regularly, and 
that the members of the committee 
should be faithful in attendance. 

The committee members must have a 
broad understanding of the constantly 
changing trends in business and govern- 
mental affairs. Their viewpoint cannot 
be merely local; they must see nationally 
and even internationally. Our govern- 
ment announces a great public utilities 
enterprise in the Tennessee Valley Au- 
thority, and immediately the trust 
estates committee must consider what 
effects this announcement will have, not 
merely upon the securities of utility com- 
panies operating in the Tennessee Valley 
region which their trusts may hold, but 
upon public utility securities of all kinds. 
The committee members should be men 
of both strength and courage-strength to 
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withstand pressure to buy common 
stocks or to sell high-grade bonds when 
considerable pressure is brought to bear 
—and courage to take steps, vigorous 
and decisive, when losses must be faced. 

It is essential that the members of the 
trust estates committee know, as far as 
possible, the history of each individual 
trust. One trust is quite different from 
another. Certain policies must prevail 
in the handling of one trust and totally 
different policies with respect to another 
trust. Over the months, the members of 
the committee become familiar with each 
trust and are able to make intelligent 
and helpful suggestions as the trusts 
come before them. 


Selection of Personnel 


It has been pointed out repeatedly that 
there are at least two respects in which 
the corporate fiduciary is clearly superior 
to the individual acting in the same 
capacity. One of these is the quality of 
the service performed, and the other is 
the continuity of existence enjoyed by 
the corporate form of organization. I 
should like to emphasize in this connec- 
tion that the personnel and personnel 
policies of the corporate fiduciary are of 
foremost importance. A trust depart- 
ment or a trust company which failed to 
exercise the utmost care in choosing its 
staff, and which failed to keep that staff, 
once chosen, intellectually alive and alert 
and abreast of current developments in 
its field would certainly lose the advan- 
tage which it inherently possesses over 
its individual competitors. 

Fiduciary services are fundamentally 
different from the services performed by 
other types of business. In general, a 
business organization is responsible only 
to its stockholders; it stands or falls by 
its ability to make money. The officers 
of a trust department have this respon- 
sibility to their stockholders, of course, 
but they have another responsibility 
which ranks ahead of it: their respon- 
sibility to their beneficiaries. The fidu- 
ciary is not working with its own capital 
alone; it is the custodian of the funds 
of others entrusted to its care, in many 
cases the money of women and children 
unfitted by training and experience to 
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administer it themselves. In the light of 
this fact the demands of the fiduciary 
upon its personnel are more rigorous 
than in other forms of business. De- 
pendability and intelligence and integrity 
are at a premium. Standards of judg- 
ment and of honor which will sometimes 
get by in other vocations will fail hope- 
lessly in trust work. 

The selection of new employees for the 
trust department is therefore of para- 
mount importance. The considerations 
which have to be borne in mind in hiring 
an applicant for trust work are not quite 
the same as those which apply in other 
fields; character comes in for much 
greater emphasis, and ability for no less. 
The applicant’s past record, his environ- 
ment, the way in which he spends his 
spare time, all count heavily. No one 
should be taken into the trust depart- 
ment without a definite educational back- 
ground. I am not advocating a rigid 


rule of employing only college graduates, 
although under present conditions that 


would not be difficult. I recognize that 
many exceedingly able men and women 
have not had the advantage of college 
training. Nevertheless, it cannot be 
denied that a broad, cultural background 
is of inestimable value in an employee, 
and it matters little whether that back- 
ground is acquired in a university or 
through individual effort. Nor do I refer 
to highly specialized training in one nar- 
row field. I believe that a broad and 
liberal training will in the long run 
make itself felt in judgment, character, 
and personality. 


Encouraging Educational Development 

The employee, moreover, once he has 
been hired, must not be content to sit 
still. Fiduciary service requires alert- 
ness, adaptability to changing conditions. 
Trust personnel should be encouraged to 
continue their education. The courses 
offered by the extension divisions of 
many urban universities are of obvious 
value. In this connection, I wish to say 
a word in praise of the educational activ- 
ities of the American Institute of Bank- 
ing. Much of the material in the AIB 
program is not available in the univer- 
sities and colleges, and the work fills a 
very definite need. During the prepara- 
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tion of this talk I have had an oppor- 
tunity to look over the book “Trust Busi- 
ness” which has just been published un- 
der the auspices of the American Insti- 
tute of Banking and which is used as a 
text in cue of the courses on trust work 
offered by the Institute. This text rep- 
resents one of the ablest presentations 
of the general principles of the subject 
that I have ever seen. I recommend that 
each of you bring this book to the atten- 
tion of your trust personnel and urge 
them to enroll for the course based upon 
it. In my own institution it is our prac- 
tice to encourage employees who show a 
desire to take the courses offered by the 
Institute by defraying tuition charges 
and I suggest this for your consideration. 


A broadening influence which should 
not be neglected is attendance at meet- 
ings of the Corporate Fiduciaries Asso- 
ciations and similar organizations in 
most of the larger cities. The inter- 
change of viewpoint between different 
institutions is very much worthwhile. 


Grooming “Understudies” 


While we are considering personnel, I 
want to make a point in connection with 
the continuity of existence enjoyed by 
the corporate trustee as compared with 
the individual. I wish to state most 
emphatically that this continuity of suc- 
cession may be no more than a legal fic- 
tion if understudies are not being defi- 
nitely and consciously groomed for the 
key positions in the department. One of 
the things that influences the donor or 
testator to name a bank or a trust com- 
pany in his agreement or his will is the 
policy and the character of the institu- 
tion, and it is essential that this policy 
and character shall not alter with the re- 
moval of a few key officers. It is the 
responsibility of the senior executives to 
see that their junior officers are made 
familiar with their mental processes and 
their points of view, so that the char- 
acter of their department is not depend- 
ent upon the identity of the person at 
the trust officer’s desk. I am devoting 
only one paragraph to this point, but, on 
the basis of its importance, it ought per- 
haps to occupy half my talk. I wish I 
could speak in italics. 
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The emphasis I have placed upon this 
matter of training successors for key 
positions will indicate how very impor- 
tant I feel the trust officer to be to the 
trust institution. The trust officer is the 
point of contact between the institution 
and its clients; to the public he per- 
sonifies the department. A tactless and 
unsympathetic officer might easily ruin 
an efficient and competent institution. 
The integrity and intelligence which 
count so heavily in all fiduciary em- 
ployees must be developed to a superla- 
tive degree in their chief, but even these 
qualities are not enough. He must, of 
course, be an executive, able to keep his 
department operating smoothly and to 
command the respect of his subordinates. 
But more than this, he must be an un- 
derstanding, considerate gentleman, one 
to whom bewildered beneficiaries can 
come with an assurance of kindly and 
calm and sympathetic aid. 

Consideration of the quarters in which 
a trust department is located, its physical 
appearance and arrangement, may ap- 
pear at first sight rather superflous. 
Nevertheless, I think something more 
should be considered than the arrange- 
ment and the location conducive to great- 
est efficiency of operation. The city desk 
of a metropolitan newspaper, for exam- 
ple, is usually highly efficient, but none 
of us would want to sit down in the city 
room to discuss his will. The trust de- 
partment must be calm and quiet and it 
should be substantial; there is no neces- 
sity for expensive elegance, but there 
should be an atmosphere of quiet friend- 
liness. Much of the discussion between 
officer and client will be confidential; in 


the very nature of things; moreover, the 
client will frequently be under a certain 
nervous strain. The department should 
not be crowded into unattractive, inac- 
cessible corners. It should give an im- 
pression of unobtrusive, competent per- 
manence, and withal convey the idea that 
it is considered as an important depart- 
ment of the bank. ; 


Trust Investments 


I have already alluded to the high 
quality of the service which the corporate 
fiduciary is equipped to render to its 
clients. An excellent illustration of this 
point lies in the success which has been 
enjoyed by trust institutions generally 
in investing and reinvesting the funds 
entrusted to their care. Trust institu- 
tions, of course, make no claim to ability 
to enhance the principal amount of such 
funds—this would be speculation—but I 
feel that the record of trust companies 
in conserving the principal and main- 
taining the income of their trusts is one 
of which we may very justly be proud. 
My opinion is supported by statistics 
compiled by the Federal Bureau of In- 
ternal Revenue in connection with the 
income tax. These figures indicate that 
the decline in income derived from trust 
funds during these last depression years 
has been only about half as great as the 
decline in reported income from invest- 
ments for all individuals filing income 
tax returns. 

The reasons for this excellent record 
are not difficult to understand. The science 
of investments is by no means a simple 
science. The basic principles, it is true, 
are relatively few, but the successful ap- 
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plication of these principles requires 
mature judgment and broad experience, 
combined with close familiarity with an 
enormous quantity of statistical mate- 
rial. It is becoming increasingly diffi- 
cult for a single individual, even if he 
devotes his full time to investment prob- 
lems, to understand and appreciate the 
broad general trends and the complicated 
currents and cross-currents in the busi- 
ness situation which operate to the ad- 
vantage of one class of investments and 
to the detriment of another. It is be- 
coming very nearly impossible for him 
to digest and to retain the mass of ma- 
terial relating to the earnings records 
and capital structures of particular cor- 
porations. This is a job which clearly 
calls for specialization and division of 
labor, a job for an organization. 

The type of organization which has 
been built up by trust institutions to 
handle their investment problems is ex- 
cellently designed to perform such ser- 
vice under present-day conditions. In- 
vestment policies and transactions are 
shaped and determined by three co-oper- 
ating entities: the statistical department, 
the administrative officers of the trust 
institution, and the trust estates com- 
mittee. The statistical department will 
be composed of specialists in this field, 
men whose full-time job it is to take the 
prodigious amount of information re- 
lating to the world’s economic mechanism 
which is available from every conceivable 
kind of source, and to correlate it and 
arrange it in such a way as to impart 
meaning and significance to the compli- 
cated mass of figures. The statistician 
reviews constantly the securities in the 
portfolio of the various trusts admin- 
istered by the department against the 
background of the general business pic- 
ture, bringing facts and developments 
into their proper perspective. He com- 
municates his information to the admin- 
istrative officers who know the human 
story behind each trust, who know the 
beneficiaries and the trustors to whom 
these facts, in the statistician’s imper- 
sonal report, have a highly personal sig- 
nificance. These officers present the 
situation to the trust estates committee. 
The functions and qualifications of this 
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Committee have already been described, 
and I should like to point out merely that 
these gentlemen are in something of a 
Supreme Court position, far enough re- 
moved from the actual administration of 
the trusts to be cool and objective in 
their judgment but having the benefit of 
the information which has been accumu- 
lated by the statistician and the human 
view-point of the officers. There in com- 
mittee the course of action is determined. 
I cannot conceive of a procedure better 
adapted to determine a wise and sane 
course, adapted to fit the particular needs 
of each separate group of beneficiaries. 

It is almost unnecessary for me to re- 
iterate the counsel that no trust institu- 
tion should purchase securities for trust 
accounts from itself or from any affiliate. 
It is quite true that this procedure may, 
in some cases, yield thoroughly satisfac- 
tory results, but at the same time I be- 
lieve it advisable for the trust institution 
to be beyond any suspicion of bias or 
ulterior motives. In my own institution 
we have always made this an iron-clad 
rule from which we have never deviated. 


Securing New Business 


The president of a bank can take a 
very definite part in the field of securing 
new business. He should by all means be 
available for counsel when questions re- 
garding newspaper advertising, direct by 
mail and other sales campaigns are under 
consideration. He can suggest that a call 
be made on a certain individual or cor- 
poration. In important situations, he 
should be available to write a letter, 
make a telephone call, or, if the situation 
warrants, he should count it a privilege 
to make a personal call. I welcome these 
opportunities in my own bank, as I like 
to know at first hand how the public re- 
gards our bank, and then I think it helps 
me to understand better the character 
and qualifications of the men who work 
in our New Business Department. 

Let me say in connection with new 
business that I think the president should 
consider from time to time, in confer- 
ence with his trust officers and trust 
estates committee, the charges that are 
made for various trust duties performed. 
I believe the department should receive 
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adequate compensation for its services, 
and, if the customer is not willing to pay 
this adequate compensation, the depart- 
ment should decline to perform the 
service, and the president should stand 
squarely behind it in the decision. There 
should be no deviations from this policy 
even if it affects a director or a large 
depositor. To permit the development of 
a habit of reducing prices on solicitation 
can only lead to ill will and disaster. 
The president, of course, owes it to the 
bank’s stockholders to see that the de- 
partment earns a reasonable profit, and 
he will want to keep informed on this 
question. He must not, however, make 
the mistake of permitting poor and in- 
adequate trust service as a means of 
keeping expenses down. The bank should 
hold to the high resolution of doing a 
good job, even at a loss, or it should re- 
tire from the field. High-grade trust 
service gains public confidence, and con- 
fidence brings increasing volume of busi- 
ness, and, along with it, increasing 
profits to the stockholders. 


Public Opinion 


An alert president always has in mind 
the bank’s relations to the public, and to 
groups within that public. I refer par- 
ticularly to the members of the Bar As- 
sociation, and to the Life Insurance men. 
There are so many opportunities to work 
together and to co-operate to mutual ad- 
vantage, that it seems footless to talk 
about differences that separate us. Yet 
there will always be situations arising 
that require sympathetic approach and 
tactful handling. I think the president, 
to a marked degree, can do much to de- 
velop a satisfactory working policy with 
these groups and continue to hold their 
good-will and co-operation. 

There are undubtedly many represen- 
tatives here who come from institutions 
that are young in years or small in vol- 
ume of trust service. I want especially 
to point out to them that age and volume 
are not of themselves guarantees of good 
trust service. Quality trust service can 
be rendered by a new and small trust de- 
partment if it has the determination to 
render it. We all, large and small, should 
never lose the determination to keep the 
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quality up—quality up all along the line, 
in our standards, personnel, methods, ac- 
counting and quarters. Only in this way 
will we be able to render the best trust 
service possible. 

I think it is significant that for more 
than one hundred and fifty years, trust 
service has grown with banking service. 
I know of no demand on the part of the 
public to have it do otherwise. Of the 
3,328 trust institutions in the United 
States today, I know of only seven not 
affiliated with banks. I know of no busi- 
ness that is so logical an outcome of rela- 
tions with customers as the trust services 
performed by banks. Had our trust de- 
partments done a poor job in the past, 
were they doing a poor job now, it might 
be otherwise. This confidence of the 
public places a solemn obligation upon us 
to maintain and continue the high stand- 
ards in our trust departments. 

There remains one important consid- 
eration. We all have many wills and 
trusts in actual operation, some new and 
some of years standing. These represent 
the loving thought and interest of a 
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donor for those dependent upon him, or 
within the generosity of his bounty. Act- 
ing under authority and instruction of 
these instruments, we provide means of 
food and clothing, health and happiness, 
and perform hundreds of acts that affect 
the general well-being of these bene- 
ficiaries. We undertook these fiduciary 
obligations to these beneficiaries with 
the assurance on our part that we could 
carry them through. We are not respon- 
sible for changing conditions of civiliza- 
tion nor for governmental policies that 
seem to help or hinder. There are those 
in the United States who seem to be dis- 
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turbed and express the fear that business 
will be throttled, that excessive taxation 
and inflation will come to such extent 
that not only will trust income cease, but 
the corpus of the trust itself will be de- 
stroyed. This is a policy of fear to 
which, I am frank to say, I do not sub- 
scribe. I have the faith to believe that 
the inherent common sense of our citi- 
zens will prevail and that the great con- 
structive historical trust service, built 
as it is on solid rock, will withstand for 
many years the passing storms of the 
present day. 


W. R. Morehouse Describes Customer Relations Work of His 
Bank and Practical Results Obtained 


W. R. Morehouse, vice-president of 
the Security-First National Bank, Los 
Angeles, was the first scheduled speaker 
at the “Clinic” devoted especially to the 
trust aspects of the Constructive Cus- 
tomer Relations program. His address 
is published in full. 


ONSTRUCTIVE CUSTOMER RE- 

LATIONS for banks and trust 
( : companies is a new term in bank- 
ing, although the thing itself is not new. 
Primarily, it is an educational movement 
for the purpose of informing the public 
regarding banks and trust companies 
and the kinds of service rendered. It 
also includes improved methods of serv- 
ing bank and trust company patrons to 
the best possible advantage of all con- 
cerned. 

As a background to certain recom- 
mendations which I will make, let me 
briefly tell you of my own experience in 
the use of Constructive Customer Relations. 

It was during the panicky days when 
depositors throughout the United States 
were steadily withdrawing their balances 
from banks that a need for Constructive 
Customer Relations first began to attract 
attention. 

In my own bank, depositors who called 
to withdraw large sums of money were 
sent to an officer for an interview. One 
method used in getting them to an officer 
was a statement by their teller to the 
effect that it was unsafe for them to be 
seen drawing large sums in cash, and 
that for their own protection they re- 


ceive the cash in 
a place screened 
away from the 
prying eyes of 
those in the bank 
lobby. The method 
used in getting 
them to an officer 
is above criticism 
for it afforded 
them protection 
against possible 
robbery or death. 
The offer of pro- 
tection brought hundreds of depositors 
into my office and gave me a splendid 
opportunity to engage them in conversa- 
tion, very confidentially, of course. 

Without exception, those interviewed 
had heard rumors of one kind or an- 
other about the instability of banks, 
while nearly all of them had been ad- 
vised to withdraw their balances and 
redeposit them in postal savings, or place 
them in a safe deposit box. The prin- 
cipal source of this advice was their 
relatives, neighbors and friends. 

More than half of them apparently 
didn’t feel that they were welcome to 
inquire of a bank regarding the various 
situations which had alarmed them. This 
fact in itself emphasized the need for 
Constructive Customer Relations in 
every bank and trust company. 

Instead of getting the facts from their 
bank or trust company these worried 
customers had been getting their advice 
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from alarmists, destructionists, and mis- 
informed people, some of whom believed 
that banks and trust companies should 
be put out of busness. And that, ladies 
and gentlemen, was the source of much 
of their information, principally because 
banks hadn’t practiced Constructive 
Customer Relations. Is it any wonder 
that they were confused and generally 
alarmed, and millions of depositors 
throughout the United States withdrew 
their balances? 


A Practical Illustration 


On a certain day I interviewed sixteen 
depositors—depositors who came in wor- 
ried over the safety of their funds, and 
not one of them drew as much as a dollar 
from the bank after I gave them the in- 
formation which they needed to reassure 
them that all was well. 

Let me outline to you just one of the 
sixteen cases referred to in order to 
show how a practice of Constructive 
Customer Relations works: 

Promptly at ten o’clock on a certain 
day just as the bank opened for business, 
in walked a depositor who showed signs 
of being mentally distracted. He wanted 
his money and he wanted it without de- 
lay. He tossed his bank book down on 
the counter before his teller’s window 
with a check already made out for his 
balance, and said, “Give me big bills.” 

Our teller cautioned him about being 
seen by others in the lobby accepting 
such a large sum of money. Evidently 
he hadn’t thought of the dangers of 
being robbed. When he was offered the 
services of a place screened away from 
the gazing eyes of the public, as was 
our practice, he accepted the offer gladly. 

My first acquaintance with this man 
was when he entered my office with his 
teller and took a seat nearby. Presently 
he glanced my way. I knew why he was 
there and was watching for an oppor- 
tunity to speak to him. He told me that 
he had been advised to get his money out 
of the banks as they were going to fail. 

By the time the big bills arrived (and 
the teller took plenty of time in getting 
them) we had become quite friendly, 
and I had convinced him that the advice 
he had received to withdraw his account 
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was unreliable. In fact he admitted that 
the person who advised him had prob- 
ably been influenced by rumors which he 
had heard. 

As he started to leave, I suggested 
that we go down to our safe deposit 
vaults by a back stairway and thus avoid 
the public corridors. I told him I would 
go with him as a matter of precaution. 

At the entrance to our Safe Deposit 
Department he turned to me and said, 
“Mr. Morehouse, after the fine treat- 
ment you have shown me, I can’t take 
this money out of your bank. Let’s take 
it back,” and we did. 

Before he left he was assured that in 
the future he was to feel free to come 
in and see an officer any time he felt un- 
easy over the safety of his funds. We 
shook hands, he thanked me, and left, 
his fears calmed and his confidence re- 
stored. To me, that experience repre- 
sents Constructive Customer Relations 
at its very best, and demonstrates what 
it will do even under the most trying 
circumstances. 

I have given you the high lights of 
this case in Constructive Customer Re- 
lations (and it can be duplicated over 
and over again), in order to try and 
convince you of the effectiveness of tak- 
ing as many of your customers as can 
be reached into your confidence and 
supplying them with facts about your 
business, which they should know for 
the good of all concerned. I believe if 
you will do this you will build up a 
loyalty on the part of your customers, 
the like of which you have never known. 

In handling these interviews I had 
first prepared myself so as to be able to 
discuss and explain various financial 
problems which might excite bank de- 
positors. For instance, late one after- 
noon we received word that England had 
gone off the gold basis. I knew it would 
alarm our depositors. That night I sat 
up almost all night reading up on the 
significance of England going off the 
gold. As was to be expected, early the 
next day depositors began to inquire as 
to how it would affect their deposits. I 
was prepared for them and they appre- 
ciated my explanation of it. When I 
told them that England had been on and 
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off gold six times, and had been on a 
gold basis but six years the last time (or 
since 1925), they felt satisfied that they 
would not be affected. 

In my own bank I have conducted 
thirty-two conferences with an average 
attendance of about two hundred at each 
conference. I don’t hesitate to say to 


you that the morale among these em- 
ployees has gone steadily up as has the 
morale on the part of our customers. 
Complaints against our service have al- 
most entirely ceased. 
given way to praise. 


Criticisms have 


Outline of Conference 


I will describe briefly the type of pro- 
gram which I use at my conferences. 
My preference is for evening meetings. 
They provide more time and my audi- 
ence isn’t listening for the dinner bell 
to ring. As we adjourn before 9:30, it 
isn’t “sleepy time” yet. This schedule 
helps to make the conferences popular. 

These meetings are exclusively busi- 
ness. No jokes to distract from the im- 
portance of the meetings. As a matter 
of fact, jokes are unnecessary if the 
program is made sufficiently interesting. 

Part I consumes about ten minutes 
and is entirely educational. It consists 
of a written examination of ten ques- 
tions. These questions are confined 
principally to transactions which take 
place over the counter. Many of the 
questions can be answered by either 
“ves” or “no,” which ever is believed to 
be correct. Those taking these examina- 
tions are assured that they will not be 
called upon to answer the questions pub- 
licly before the conference. Only the 
person who writes an answer knows 
whether or not it is correct. 

After the time for answering the ques- 
tions has elapsed, I then announce the 
correct answers and comment on an- 
Swers requiring explanation. While I am 
doing this the members of the group 
are correcting their examination papers, 
which they retain for future reference. 

As answering questions is a challenge 
to one’s fund of knowledge, these exam- 
inations are always very spirited. Thus 
my conferences get off to a good start 
with interest in my program running 
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high from the minute the conference is 
called to order. Imagine the accumulative 
effect of these examinations, with those 
attending receiving the correct answers 
to ten questions at each conference. Sup- 
pose the members of your staff attended 
ten conferences. That would give to each 
attendant one hundred questions about 
the trust business to answer. He would 
have one hundred questions, his own an- 
swers, and the correct answers, as a 
guide in the transaction of your busi- 
ness. Educational possibilities through 
the use of these examinations in Con- 
structive Customer Relations are almost 
unlimited as you can see. 

For trust conferences the first exam- 
ination of ten questions should be com- 
paratively easy to answer, and each suc- 
ceeding examination should become more 
difficult than the one just preceding it. 
I am making this recommendation for 
the reason that I have found by experi- 
ence that in order to encourage those 
attending these conferences to take a 
sincere interest in these examinations 
all the way through, much depends on 
getting a good start. If employees are 
able to answer the first one or two 
examinations and make a good showing 
their interest will be sustained when the 
questions get more difficult. 

I would suggest that the first exami- 
nation might well be confined to ques- 
tions pertaining to the organization of 
your own trust company, its capital, its 
physical structure, and particularly the 
kinds of service it is prepared to render. 
Although this appears too elementary 
for serious consideration, it is surpris- 
ing the number of employees who can’t 
give the date when their institution was 
organized. 

The second questionnaire might ask 
such questions as these: 

1—What is a will? 

2—What is a holographic will? 

3—What is a codicil? 

4—-Does the fact that a will was writ- 
ten in lead pencil invalidate it? 

5—What is meant when it is said that 
a person died intestate? 

The succeeding questionnaire might 
ask questions such as these: 

1—What is an executor? 
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2—What is an administrator? 

3—Define a trustee. 

4—-What is a trustor? 

At about this point the questions 
should be very much harder to answer, 
for example: 

1—What is the source of a trust com- 
pany’s power to act as executor or ad- 
ministrator? 

2—Has an executor or administrator 
implied authority to borrow money for 
an estate? 


“Breather” 


Part II, which follows the examina- 
tion, enables my audience to relax. It is 
what I call a “breather,” following on 
the heels of a written examination. It 
absorbs about five minutes and is de- 
voted to a discussion of bank robberies 
and bank forgeries. We consider the 
ways and methods used by robbers in 
robbing banks, and by forgers in forg- 
ing documents. 

We found that more banks are robbed 
on Friday than any other day of the 
week, and that the principal considera- 
tion from the robbers’ standpoint is the 
element of time—in other words, fast 
work and a quick getaway, as a few sec- 
onds of delay might mean the peniten- 
tiary as against freedom, or a battle 
with officers as against an easy escape. 

In the case of check forgers, the ele- 
ment of time is also the prime consid- 
eration. One of the best ways to test 
out a person of whom you are suspicious 
of trying to cash a bad check is for you 
to delay him a few seconds. Tell him to 
wait a minute. If you will do this, and 
provided he is a crook, he’ll leave imme- 
diately and without waiting for the cash. 
He can’t afford to waste time. 

We use the Protective Section of 
“Banking,” the journal of the American 
Bankers Association, regularly, when 
discussing outstanding cases. 

We soon found that the most popular 
name for bank crooks to adopt is “Nel- 
son.” At one time there ‘were five Nelsons 
operating on banks and trust companies 
in the United States. So take a tip from 
me and look out for the Nelsons, the 
most popular name among bank crooks. 
Bankers who have that name should 
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keep it. It’s a good name—one appar- 
ently that inspires confidence. 

Now what has a study of crooks to do 
with Constructive Customer Relations? 
In the first place, it helps to maintain 
interest in these conferences. In the 
second place, it keeps counterline men 
informed as to where crooks are operat- 
ing, how they operate, and in what gen- 
eral direction they are moving. In a 
nutshell, it keeps our counterline men 
and women constantly on guard against 
certain crooks, should they attempt to 
defraud our bank. 

Let me illustrate: At one of my con- 
ferences we discussed the movements of 
a certain crook by the name of Nelson. 
We had observed that he had been mov- 
ing westward through the South and was 
then in Texas. I told my group that he 
would show up in California soon. I told 
them to look out for him. Before our 
next conference this particular Nelson 
was apprehended in Los Angeles, trying 
to defraud a neighboring bank. His 
methods were identical with those he 
had used in Texas. 


Comparing Banking Systems 


Part III consumes from fifteen to 
thirty minutes, depending on the impor- 
tance of the subject under consideration. 
One of our most interesting numbers 
was a comparison we made between the 
American banking system and the Cana- 
dian banking system; and the American 
banking system and the Mexican bank- 
ing system. 

Now what has this to do with Con- 
structive Customer Relations? This com- 
parison was made at a time when the 
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public press was severely criticizing our 
American banking system, and at the 
same time praising the Canadian and 
Mexican systems. 

Our counterline employees had ob- 
served that this was being commented 
on by their customers, who apparently 
had been convinced that if the Canadian 
and the Mexican systems are better than 
our own, then our American banking 
system is a second rate system. In order 
to meet this situation we decided to 
study up on the two foreign systems. 

We hadn’t studied the three systems 
long before it was apparent that while 
both of the foreign systems were good 
systems there was no basis on which the 
three systems could be compared, espe- 
cially as to size and service rendered. 
We found that in order to make a fair 
comparison between the three all three 
would have to operate in the United 
States, as in no other way would all 
three meet the same conditions. 

We found that the general criticism 
then appearing in the press to the effect 
that bankers in Canada had no frozen 
real estate loans was misleading, for it 
inferred that they had no frozen real 
estate loans because they were better 
bankers than our own. 

The facts are, Canadian bankers had 
made no real estate loans because Cana- 
dian banks are prohibited by law from 
lending on real estate. I assume that, 
due to oversight, the press neglected to 
tell the American public why Canadian 
bankers had no frozen real estate loans. 

We found that there is no comparison 
as to the size of the three systems; for 
example, the total capital and reserve of 
all Canadian banks is less than the cap- 
ital and surplus of our two largest banks. 
We found that the total deposits in all 
of the banks in Mexico was less than 
the total deposits of the banks in Wash- 
ington, D. C. In other words, deposits in 
all Mexican banks are approximately 100 
million dollars; while deposits in Amer- 
ican banks are approximately 43 billions 
of dollars. 

Thus it can be seen that while a sys- 
tem might be ideal in Canada or ideal in 
Mexico, it might be entirely inadequate 
in the United States and fall far short 


Tee T 


of meeting the demands of the American 
people. 


Relations With the Bar 


At another conference we discussed 
Constructive Customer Relations for 
trust men. 

In order of importance, trust company 
relations with the Bar comes first. It is 
a trust company’s most troublesome 
problem. This is because an unfriendly 
lawyer will seize every opportunity to 
discredit a trust company, and in pre- 
paring a will for a customer, he will 
make it a point to see that a trust com- 
pany is not represented. Furthermore, 
he doesn’t hesitate to play down trust 
company services and play up his pro- 
fession. And when a good lawyer plays 
you down to his customers it hurts, 
especially in our smaller cities and towns. 

What is necessary in order for trust 
companies to meet this situation is for 
them to cultivate friendly relations with 
lawyers. This will require a plan of co- 
operation, in which case trust companies 
should be first to suggest such a plan to 
lawyers, and not wait for lawyers to act 
first. 

In my own bank we have found that 
one of the best ways to get the attention 
of lawyers is through a record book, 
which is a daily reminder of their ap- 
pointments. It is especially effective to 
have lawyers call for it. This brings them 
to an officer’s desk, and gives the officer 
a splendid opportunity to make their 
acquaintance. 

My own bank has used these for years 
and for that reason I can highly recom- 
mend the plan. The cost is but forty- 
seven cents in lots of 3,400 (or a trifle 
more in smaller lots). Any trust com- 
pany can afford to use it at that small 
cost. 

Another place where there may be 
room for improvement is in the make-up 
of statements of accounts issued period- 
ically to customers. They often contain 
miscellaneous items, and for that reason 
should be prepared in the simplest pos- 
sible manner so that when received by 
the customer he will thoroughly under- 
stand all of the items listed. 

We have found that where a statement 
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is confusing to the customer, and al- 
though he accepts it, he is nevertheless 
not satisfied with it. While a trust com- 
pany accountant may understand every 
item on a statement, certain items may 
be confusing to customers. It is highly 
important that statements issued by 
your company be easily understood by 
your customers. 

Although a teller in the banking de- 
partment may properly serve all of his 
depositors regardless of the size of their 
balances, it is different in trust depart- 
ments. The customer with a large trust 
commands the service of an officer, while 
a customer having a small trust might 
adequately be served by less experienced 
officers or employees. 

By this I mean that a trust company 
should not permit the average clerk to 
serve those whose business is of great 
importance. I can best illustrate my point 
by reciting an actual case. We have two 
trustors, a man and his wife. Their 
business is very valuable to us. The hus- 
band is an outstanding business man—a 
man of national reputation. 

One day his wife called with regard 
to their trust. As she was only slightly 
known, one of our junior officials, failing 
to recognize her, passed her on to one 
of the junior clerks, thinking that the 
purpse of her call could be adequately 
handled by him. Although the clerk did 
the best he knew how, his service was 
not satisfactory. However, she made no 
mention of it at the time. 

The next time we heard from the mat- 
ter was when a certain business man 
called our trust department and advised 


us that this trustor was dissatisfied with 
the caliber of our service. The wife had 
complained to her husband over the scant 
attention paid her and the kind of serv- 
ice she had received. Here is where a 
practice of Constructive Customer Rela- 
tions enters the case and adjusts the dis- 
satisfaction. 

Our Vice President in charge of our 
Trust Department, with one of his as- 
sistants, promptly visited the offices of 
the husband. On their arrival they found 
him cold and unfriendly toward our trust 
department.: Our officers apologized, ex- 
plaining the situation as best they could, 
and assured the trustor that they would 
do everything in their power to prevent 
its recurrence. 

Their apology and offer of personal 
attention from the higher officers proved 
very effective. The following day the man 
who had reported the case had occasion 
to visit the trustor in his office. He found 
this same trustor very friendly to the 
bank and appreciative of the service 
rendered in its trust department. The 
change was so noticeable that he called 
up and inquired the reason for it. 

This case, representing a trust run- 
ning into large figures, proves the effec- 
tiveness of the use of Constructive 
Customer Relations on the part of trust 
men. Hadn’t the two officers gone to visit 
this trustor, the department probably 
would have lost what was one of its 
choicest pieces of trust business. Their 
visit to the trustor gained his friendship 
and loyalty, and transformed him from 
a “knocker” to a “booster.” 

Part IV is devoted to a discussion of 
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improving the bank’s contact with its 
customers. We have discussed service 
from nearly every angle. We have even 
discussed some of the minor points of 
service overlooked in the average bank, 
such as the proper way to hand docu- 
ments back to customers instead of 
throwing them on the counter before 
them, as much as to say, “There it is, 
take it.” 

I wish you could see the smile on our 
customers’ faces as these documents are 
handed back to them. 

Part V is the concluding number on 
these conferences. At this point the 
meeting is thrown open for the asking 
of questions which are of interest to 
bankers and trust men, and for the pres- 
entation of suggestions. 

Let me say that I have found these 
conferences very effective in making a 
greater use of the brain power of our 
staff. If you have a problem to solve, 
whether it is a problem in education, in 
economy, in efficiency, or in service, put 
your problem squarely up to those at- 
tending these conferences, and I’ll prom- 
ise you that you'll get good results— 
because you have so many more minds 
concentrating on a solution of that prob- 
lem than would ordinarily consider it in 
the average bank or trust company. 


TV Bhrned sD 


Supposing you wanted to meet a cer- 
tain customer when he called the next 
time to make a deposit or make a pay- 
ment. Ordinarily you would tell the per- 
son handling the customer’s business to 
direct him to you when he came in. The 
teller would rely on his memory—and as 
is too often the case, would forget. 


I put this problem up to the members 
of one of my conferences. At the next 
meeting one of them had the solution. 
It was simple. Affix a certain colored 
sticker on the account card or ledger 
sheet of persons whom the officer wished 
to see. When that person calls, there is 
the sticker to warn the teller that an 
officer would like to meet the customer. 


Constructive Customer Relations is 
flexible. It is just as suitable for the 
trust business as it is for the banking 
business. Every trust man will find it a 
good investment. 

A course in Constructive Customer 
Relations in printed form is being spon- 
sored by the American Bankers Associa- 
tion, and is available to you on request. 
Already many banks and trust companies 
are using it. It’s simple. 

Our slogan is: The spirit in which we 
render a service is as important as the 
skill with which we do it. 


Amortization of Real Estate Loans an Essential Phase of Sound 
Policy—Detailed Suggestions by W. C. Wood 





‘6 EFLATION of real estate val- 
1) ues has brought with it prob- 
lems which concern every 
major department of banking: commer- 
cial, savings or trust,” said Will C. 
Wood, vice president and manager, Bank 
of America National Trust and Savings 
Association, Oakland, Calif., before the 
Savings Division of the American Bank- 
ers Association October 24. 

“Most of us have come to the conclu- 
sion that flat loans on real estate, made 
for an indefinite period to borrowers 
who haven’t other resources of ample 
amount, coupled with demonstrated char- 


acter and business ability, are not good 
banking assets and should be kept at a 
minimum. To extend credit on such a 
basis has not proved to be of advantage 
to the borrower or the lender. Rather 
has it been to the disadvantage of the 
borrower because it encouraged him in 
unsound business practices. * * * 
“Whether a real estate loan will turn 
out to be good or bad” Mr. Wood con- 
tinued, “is determined in no small meas- 
ure by the interview with the applicant 
at the time the application is made. The 
interview is an opportunity for making 
an estimate of the borrower’s character, 
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his business judgment, and his ability to 
repay the loan. Among the questions to 
be discussed are these: 

(1) For what purpose 
asked ? 

(2) What is the borrower’s estimate 
of the value of the property? 

(3) What is the income from the 
property ? 

(4) What are the carrying charges? 

(5) What are the sources from which 
the borrower plans to make repayment? 

(6) What is the borrower’s financial 
status? 

(7) Is he already heavily in debt and 
what is the status of his debts? 

(8) What is his income from all 
sources? 

(9) How do his expenses compare 
with his income? 


is the loan 


Financial Statement Needed 


“If possible, a financial statement 
should be secured and filed. The future 
of the loan, when made, is wrapped up 
with the future of the borrower, so the 


lender is entitled to facts upon which he 
may base an estimate of the borrower’s 


future ability to pay his loan. If the 
loan is asked for a worthy purpose, the 
interview may proceed further, but if it 
is asked for an extravagant or highly 
speculative purpose, the interview might 
well end at this point. A potential bor- 
rower whose business judgment is un- 
sound, or who has extravagant or highly 
speculative tendencies, is not one that 
the bank should encourage by making 
him a loan. If the income from the prop- 
erty will carry the loan comfortably, or 
if the borrower’s total income and his 
future seem reasonably well assured, the 
loan may be entertained provided the 
character elements I have already re- 
ferred to are satisfactory. 

“After the application has been re- 
ceived, the appraiser will make a study 
of the property. In this connection we 
should bear in mind that the appraiser 
is a key man in the making of real 
estate loans. Upon his report depends 
much of the success or failure of such 
loans. He must know his community, its 
past and its present; he must also be 
able to make a conservative estimate of 
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its future. He must take into account 
the future as well as the present status 
of the property concerned. He must re- 
port on the age and condition of the 
buildings, must analyze the income and 
operating expenses, and finally make an 
estimate of value, all factors considered. 
He should also indicate whether in his 
judgment the loan is desirable or unde- 
sirable, since loans in certain neighbor- 
hoods should for certain reasons be de- 
clined as undesirable. 


“The loan is now ready for considera- 
tion by the loan committee. May I say 
at this point that every sizable real estate 
loan should be passed upon by a com- 
petent committee. The judgment of one 
man, without review by a committee, is 
not nearly so good as the combined judg- 
ment of several loaning officers or direc- 
tors. The committee takes into consid- 
eration the report of the officer taking 
the application, particularly his estimate 
of the borrower’s character and business 
capacity. It also considers the application 
itself and the report of appraisal. It 
takes into account the type of security 
offered—whether it is business property, 
industrial property, an apartment house 
or.a home. It hesitates a long time over 
an application for a loan on special types 
of property—such as a hospital, club, 
private school, theater or industrial 
building. Generally speaking, loans to 
organizations whose members are loosely 
held together without much financial 
stake in the property on the part of in- 
dividual members are not desirable loans 
to make. 


“The committee will also consider the 
age of the improvements and should 
usually decline to make full fifty per cent 
loans on any apartment house or home 
over fifteen years old unless the borrower 
has substantial means to take care of 
the loan in case the property cannot. On 
home property over twenty years old, it 
should give little more than nominal 
value to the improvements because of the 
elements of depreciation and obsoles- 
cence. It should check the appraiser’s 
estimate of the future of the neighbor- 
hood and consider the program of repay- 
ment. If the loan is finally approved, it 
should define the repayment program and 
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require the officers to see that the pro- 
gram is carried out. A good committee 
will make few, if any, flat loans. On 
the contrary, it will bear down heavily 
on a reasonable amortization program, 
which we have already observed is in the 
interest of the bank and the borrower. 
It is also in the interest of the com- 
munity which, after all, has the right to 
expect that its funds shall not be loaned 
for an indefinite period to a few people, 
but be turned over as rapidly as can be 
in the building of a better community. 


Reasonable Amortization Program 


“We come now to a consideration of 
what constitutes a reasonable amortiza- 
tion program. 

“On home loans, the program will de- 
pend upon the age and type of home. If 
it is a new home of a readily salable 
type, the loan may safely be made at the 
rate of % to 1 per cent a month plus 
interest. If the home is new and of spe- 
cial type or extraordinary size so that 
it will probably not be readily salable, 


the rate should be at least 1 per cent a 


month and interest. In case of a home 
of readily salable type, over seven years 
old, the rate should be at least 1 per cent 
and interest so that the loan will be fully 
repaid by the time the home is fifteen 
years old. 

“In case of new apartment houses, the 
rate should be at least 1 per cent a month 
and interest so that the loan will be re- 
paid in a period of under nine years, 
which is the best earning time of an 
apartment house. In case of an apart- 
ment house over seven years old, the rate 
should be at least 1144 per cent a month 
and interest so that it will be fully re- 
paid before it reaches a stage of acute 
obsolescence. 

“In case of business properties, the 
rate should be at least 1 per cent a month 
and interest, depending upon the age of 
the building. In case of an industrial 
property, the loan, if granted, should be 
on such a basis as will insure repayment 
within a period of five years. However, 
as I have indicated, loans on industrial 
properties are not desirable and should 
be made only in the case of borrowers 
who are financially well established, so 
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that the risk of default will be slight. 

“After committee action, the matter 
should be referred to the loaning officer 
to whom application was made, whose 
responsibility it will be to sell the repay- 
ment program to the borrower. It may 
stagger the borrower at the outset, but 
if he is a man of good business judg- 
ment, he can in most instances be 
brought to see the advantage of the plan 
to him. He will be encouraged by the 
suggestion that through the amortiza- 
tion program, he will get the debt he is 
contracting paid within a reasonable 
period. He should be brought to a realiza- 
tion that as he pays, he is increasing his 
equity in the property; that as he pays, 
interest charges will steadily decrease. It 
should also be pointed out to him that 
by paying off the loan on an amortized 
basis, he will save the trouble and ex- 
pense of renewing the loan more than 
once. He should be made to see that by 
amortizing the loan out of income, he is 
protecting himself in a way that will not 
interfere materially with his _ plans, 
against any sudden call by the bank for 
payment in full or for a large reduction 
at one time. If he cannot see the wisdom 
of the amortization plan, after the loan- 
ing officer has exhausted his persuasive 
powers upon him, it would be well in 
most instances to let him seek the loan 
elsewhere. Better a pouch of reasonably 
safe loans with fewer borrowers than a 
multitude of non-paying, temporarily 
satisfied clients whose good will you will 
lose in the day of reckoning that is al- 
most certain to come. A real estate loan 
on which no payments are made over 
a period of years has in it no element of 
good will sufficient to justify letting it 
ride indefinitely. 


Close Follow-Up Required 


“All the work is not done when the 
loan is finally granted and accepted by 
the borrower on an amortization basis. 
The pledge of the borrower to pay in- 
stallments must not be forgotten by 
either lender or borrower. Every well 
organized real estate loan department 
has a careful check-up and follow-up 
plan. Monthly notices of payments due 
should be sent to the borrower. If pay- 
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ments are overdue ten days after notice, 
the borrower should be reminded of his 
default. If default continues for a period 
of twenty days, the borrower should be 
sent for and asked for an explanation. 
Whatever happens, the borrower should 
not be permitted to rewrite his ticket in 
his own way, which all too frequently 
happens when the borrower gets into the 
habit of defaulting in his payments. If 
he has good reasons for asking for a 
waiver of installments, such as sickness 
or unemployment, the matter should be 
passed upon by the committee. Waiver, 
if granted, should be for a definite period 
of say three or six months and the bor- 
rower should be informed definitely of 
such waiver and its limitations. Every 
effort should be made to prevent the bor- 
rower’s conversion of an installment loan 
into a flat loan. If the defaulting bor- 
rower is diverting income from the prop- 
erty, the lender should insist upon an as- 
signment of the rents. If he has life 
insurance, the lender may suggest that 
he borrow thereon to keep up his pay- 
ments in case the default continues be- 
yond a reasonable period. It has also 
been found effective, after a default has 
continued after a period of several 
months with no success in getting it 
back on the installment plan, to suggest 
that he put in some other property as 
security. The banker should stand stead- 
fastly on the amortization plan even 
though installments have to be waived or 
reduced temporarily. However, resump- 
tion should be insisted upon at the 
earliest possible date in the borrower’s, 
as well as the bank’s, interest. 

“At this point, perhaps I should say 
something about the policy to be pursued 
in converting flat real estate loans into 
installment loans. When a fiat loan is 
up for renewal, then is an excellent time 
for inaugurating the amortization pro- 
gram. Many banks make the real estate 
loan note run for only one year, with the 
expectation, however, that no renewal 
will be required in most cases until a few 
months before the statute of limitations 
will have run. When the first year of 
the loan has run, the bank may insist 
upon an amortization program as a con- 
dition for continuing the loan. While 
it is generally more difficult to convert a 
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flat loan into an installment loan than it 
is to get a new borrower to accept the 
amortization program, the difficulty can 
be surmounted in most instances if prop- 
erly handled. The difficulty grows out 
of the fact that the borrower has become 
accustomed over a period of years to 
small payments covering interest only, 
and has to rearrange his budget to take 
care of the installment on principal. 
Such rearrangement may call for the 
sacrifice of some luxuries, but he should 
be brought to see that there can be no 
thrift without present sacrifices for 
future benefits such as gradual relief 
from interest payments growing out of 
gradual reduction of principal. 

“Clearly it would be impossible to re- 
quire monthly or even quarterly install- 
ments on loans covering lands planted to 
annual crops. However, in case of loans 
to dairy owners and borrowers engaged 
in other pursuits where the income is 
fairly regular throughout the year, 
monthly or quarterly installments would 
probably be feasible and should be in- 
sisted upon wherever possible. In case 
of lands yielding annual crops, it would 
seem that the mortgage note covering 
bank loans made for improvements and 
advances should run for one year with 
expiration falling, if possible, in the Fall 
months when the crop returns come in, 
and with an installment required in case 
the cash value of the crop justifies it, 
such installment to be subject to waiver 
in case of crop or price failure. The 
farmer should not be permitted to con- 
vert the bank’s position as a creditor 
into a partnership between bank and 
farmer by coming to regard the loan as 
a permanent one. At any rate, some way 
should be found to secure loan reduction 
while the farmer is making money, in- 
stead of postponing loan reduction to a 
period of economic stress when the 
farmer hasn’t the means to pay. * * * 

“T believe that our country is on the 
threshold of a great expansion of farm 
and home ownership; that our new 
policy of financing real estate makes this 
expansion possible and at the same time 
safe from the banking standpoint. It is 
also desirable from the standpoint of 
social institutions and government. A 
state where a majority of the voters have 
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a stake in the land will not be carried 
away by advocates of Utopian schemes. 
If we shape our future policy in the real 
estate loan field so as to have more farm 
and home owners; if we insist upon 
amortization of loans as a rule, we need 
have no fear of undue expansion in the 
real estate field. On the contrary, we 


shall be able to meet any future financial 
crisis with much more assurance than 
we have met this one, even though the 
future depression should be as severe as 
the one which we hope is now passing.” 


Group discussion plan, although not 
sufficient in itself, is found by 
Walter H. Johnson to be helpful 
phase of bank employee education 

Memorandum of Talk Given at the 

Clinic Program at Constructive Cus- 

tomer Relations of the American Bank- 

ers Association by Walter H. Johnson, 

Jr., Vice President of Marine Trust 

Company of Buffalo. 

The value of the “Group Discussion” 
as one means of bank employee education 
was presented by Walter H. Johnson, 
Jr., Vice President, Marine Trust Com- 
pany of Buffalo, in one of the sessions 
of the American Bankers Association 
Convention in Washington. 

“The form which banking education 
takes, logically depends upon the nature 
of the subject,” said Mr. Johnson. “The 
phase of banking involving mathematics, 
law and economics is well taught in the 
A. I. B. Class and text book. That phase 
which involves dealing with people, some- 
times called public relations, is of course, 
best learned from experience. It can, 
however, be cultivated, as employees are 
helped to think through for themselves 
the fundamental usefulness of banks, the 
responsibility of the banker to his de- 
positor and borrower, and the reasons 
why some loans are turned down and 
others are made.” 

In the course of the last year em- 
ployees of the Marine Trust Company in 
groups of ten or twelve, each under the 
leadership of a fellow employee, discussed 
many of the questions that are in the 
minds of the public relative to banking. 
The success of these groups was in large 
measure the result of an intensive train- 
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ing course which was given these group 
leaders in the leading of discussions— 
not in banking subjects themselves. It is 
considered that this program was most 
beneficial to probably 50 per cent. of the 
employees participating. A similar plan 
is being carried into effect during the 
winter of 1934-35, supplemented, how- 
ever, by a lecture course for senior em- 
ployees on subjects of credits, opera- 
tions, etc. 

In Mr. Johnson’s opinion, while the 
group discussion plan is not sufficient in 
itself, it nevertheless, should be one 
phase of bank employee education be- 
cause of the extent to which it makes 
employees think for themselves. 


Psychological aspects of customer 
relations stressed by speakers at 
special clinics 
The psychological aspects of the prob- 

lem of customer relations were stressed 

by several speakers at the clinics held in 
connection with the American Bankers 

Association convention. 

“There are many courses of instruction 
for bank people, yet all of these until 
recently have emphasized rules and rec- 
ords, rather than psychology and peo- 
ple,” said I. I. Sperling, assistant vice 
president, Cleveland Trust Company, 
Cleveland, Ohio. ““Banks spend money in 
new business effort and advertising and 
then sometimes nullify the results of that 
investment by failing to instil the im- 
portance of the right attitude on the part 
of the teller or contact employees at the 
actual moment of contact or sale.” 

W. H. Neal, vice president of the 
Wachovia Bank and Trust Company, 
Winston-Salem, N. C., said: “Informa- 
tive advertising and constructive pub- 
licity are sorely needed to clear up pub- 
lic misunderstanding of banking. These 
two great forces should be employed in- 
telligently and consistently in building 
institutional good-will and prestige, but 
unless they are supported by a cordial, 
sympathetic, constructive attitude and 
manner on the part of bank officers and 
employees in their daily contacts and 
dealings with the public, then advertis- 
ing and publicity are mere hollow claims 
and meaningless pronouncements.” 
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Equities in Real Estate 

Banking Houses — Equity 
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Acceptances and Letters 
ofCredit . 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 
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3,819,701.63 


66,285.44 
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Acceptances and Letters of 
Creat. . 5 s+ «| (4796420 
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DEVELOPING TRUST NEW BUSINESS 


Wells Fargo Runs Newspaper Advertising Series on Advantages 
of Life Insurance Trusts 


E Wells Fargo Bank and 
Union Trust Co., San 
Francisco, have been run- 


ning a series of newspaper ad- 
vertisements referring to life 
insurance trusts. Several of 
these sketches used as illustra- 
tions are reproduced herewith. 
The wording of messages con- 
tained in some of the advertise- 
ments follow: 


His Royal Highness 


i 


Today he’s the tiny monarch of _ 
the household. Care and protec- His Royal 


Highness.. 


tion surround him from morning 
till night. 

What about the future? Has 
provision been made for those 
larger needs that will come with the pass- 
ing years? 

Can he look forward to a thorough educa- 
tion? And after college, will he start life 
free from financial handicaps? Or may he 
find himself with a dependent mother and 
younger brothers and sisters to support? 

Such things need not remain open ques- 
tions. For they can be soundly answered 
now by creating a LIFE INSURANCE TRUST. 

As trustee, a bank collects, invests, and 
manages your life insurance money for the 
benefit of your heirs. You can thus provide 
income for your wife, funds to educate chil- 
dren, and extra sums for emergencies. Send 
for the booklet: “Carrying On the Family 
Income.” 


No, Thanks! 


HE: Jack Sims’ widow was in today look- 
ing for a job. Gone through every cent of 

the $30,000 life insur- 
NO, THANKS! ance poor Jack left to 
take care of her and 
the little boys. 

SHE:: Why, Henry 
Cook, what do you 
mean, “gone through?” 
How many men do you 
think could run a home, 
, bring up children, and 

attend to their business 

affairs, too? And any- 


way, you know perfectly well that 
lots of smart men have had a 
hard time in the past five years. 

of course, dear, 


Sims is a woman you say she’s 
“gone through the money.” 

HE: You’re right. It’s not 
[a . «+ 

SHE: Of course it isn’t fair. 
But just the same, everybody will 
assume she acted foolishly. Her 
own son will think so when he 
grows up. She probably thinks so 
herself, poor thing! Well, some 
women may be willing to face 
that sort of responsibility. But so 
far as I’m concerned ... no, 
thanks! 


That’s how it started. Today, Mr. and 
Mrs. Cook have set up a life insurance trust. 
If anything happens to him, she will receive 
a dependable monthly income for life. Extra 
money will be available in case of serious 
illness or other emergency. And funds are 
provided to educate their two children. 

Is your wife sure of such freedom from 
financial cares and responsibilities? If not, 
now is the time for you both to investigate 
the LIFE INSURANCE TRUST. 

As trustee, the bank collects, invests and 
manages the proceeds of your life insurance 
according to your wishes and for the lasting 
benefit of your heirs. The plan is simple, 
sound and inexpensive. Write or call for the 
booklet: “Carrying On the Family Income.” 


“Well, that was simple .. .’ 


Mrs. Allen is surprised. The call at the 
trust department was a short one. Yet, dur- 
ing that visit, she and 


her husband were able RUN ALONG 
to place the financial Jo 9 
future of the Allen --. mother's busy 
family on a much 
sounder basis. 
Now she knows that 
whatever happens, the 
burdens of the future ; 
will not include busi- 
ness cares... the heavy 
responsibility of hold- 
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ing together her husband’s life-insurance 
estate for her and her son. As trustee, the 
bank will take care of all that. 

She will simply receive a worry-free, 
monthly income as long as she lives. When 
the time comes for her boy to go to college, 
the bank will furnish the necessary funds 
from the estate. And should there be serious 
illness or other emergency, she knows that 
extra money will be available to meet the 
situation. 

Is your family’s future equally assured? 
If not, wouldn’t you do well to plan a sim- 
ilar visit to your bank’s trust department? 


LIFE INSURANCE TRUST 


A Life Insurance Trust agreement puts 
into the experienced hands of the bank the 
task of collecting, investing and managing 
a man’s life insurance for the benefit of his 
heirs. The plan is simple, sound and inex- 
pensive. It can be accurately fitted to the 
special needs of any family. Write or call 
call for the booklet: “Carry On the Family 
Income.” 


“Run along ... mother’s busy” 


Mrs. West is often too busy these days. 
She’s finding the management of her hus- 
band’s life insurance money an unexpected 
burden. 

Worrisome decisions about investments 
and business details intrude upon her leis- 
ure, interfere with her housekeeping, steal 
the hours that might be devoted to her chil- 
dren. And even after the decisions are made, 
she is not at all sure she was right! 

Should any mother be expected to assume 
such added responsibility? Is it fair to her? 
Is it fair to the children who, more than 
ever, look to her for care and guidance? 

Think. Wouldn’t it be wiser to provide 
now for experienced management of your 
life insurance estate... by creating a LIFE 
INSURANCE TRUST? 

Life insurance furnishes cash. A life in- 
surance trust provides experienced manage- 
ment to make that cash yield worry-free 
income and lasting protection. As trustee, 
the bank collects and invests the proceeds 
of your policies ... pays the income to your 
wife in the form of a monthly check... 
and disburses extra sums from principal 
to meet such emergencies as illness or such 
special needs as education. The plan is sound 
and inexpensive. It can be accurately fitted 
to the requirements of your heirs. Write or 
call for the booklet: “Carrying On the Fam- 
ily Income.” 

Excerpts from other newspaper adver- 
tisements recently used by Wells Fargo 
Bank and Union Trust Co. follow: 
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Second in Command 


No need to tell him the wisdom of having 
a competent second-in-command. His sea 
training long ago taught him that. And he 
has simply applied the principle to his per- 
sonal affairs. 

Ashore, his second-in-command is his 
bank. He has named it trustee of his life 
insurance. And he knows if anything hap- 
pens to him, the bank will see that his plans 
for his family are carried out. 

There will be a dependable income for his 
wife. There will be money set aside to edu- 
cate his children. And of special importance, 
extra sums will be available from the prin- 
cipal in case of illness or other emergency. 

Have you appointed such a _ second-in- 
command? If not, plan now to investigate 
the life insurance trust. 


A Note Is Enough 


A brief note to this bank will bring you 
full details regarding the Life Insurance 
Trust—what it is and what it does; how it 
enables you to provide soundly for the 
future of your family. 

If the general plan fits your needs, a spe- 
cial agreement, drawn by your attorney, can 
then be worked out to cover specifically your 
family’s requirements. 

The bank will undertake to collect and 
invest the proceeds of your life policies; 
pay income to those whom you designate; 
disburse extra sums from principal to meet 
emergencies such as illness, or special needs 
such as education; and finally distribute the 
remaining principal as you direct. 


It won’t be on the tree, but... 


This document will not appear on the 
Clark’s Christmas tree. The chances are that 
it will not even be mentioned in the Clark 
home on Christmas. Yet Mr. Clark calls it 
his finest Christmas present to his wife and 
children. 

This document is Mr. Clark’s life insur- 
ance trust. And when he signed it a few 
days ago, he bestowed upon his family the 
gift of lifelong security. 

As trustee, the bank will some day collect 
the proceeds of Mr. Clark’s life insurance. 
The money will be soundly invested. And 
from then on, Mrs. Clark will receive a de- 
pendable, monthly income check. 

Should there be serious illness in the 
family, the bank is empowered to meet the 
extra expense out of the principal. And in 
the trust, Mr. Clark has also set aside spe- 
cial funds to care for the education of his 
two children. 
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Thousands of families are in need of just 
such a Christmas gift. Is yours among 
them? Then plan now to investigate the 
life insurance trust. 


Folders Enclosed with Commercial State- 
ments 


It is the practice of the Wells Fargo 
Bank and Union Trust Co. to reproduce 
many of their newspaper advertisements 
in small four-page folder form and to 
use these folders as a commercial depart- 
ment statement enclosure. These folders 
carry the illustration on the front page, 
the two inside pages being devoted to 
the reading matter and a request ad- 
dressed to the bank for a copy of “Car- 
rying on the Family Income.” 


Tables for Computing Taxes 


A pamphlet, 10% in. x 6% in., on a 
heavy colored sheet folded twice, making 
a 6% in. x 3% in. size, contains tables 
for computing Federal Estate Taxes and 
California Inheritance Taxes. Excerpts 
from the reading matter included with 
the tables in this folder follow: 

Life Insurance Exemptions: A credit of 
80 per cent of the tax computed under the 
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1926 Act is allowed on account of Inheri- 
tance Taxes paid to the State of California. 
There is no similar credit allowable with 
respect to the additional tax imposed by 
the Revenue Act of 1934. 

Life insurance payable to named bene- 
ficiaries, such as wife, son or daughter, or 
trustee, is exempt from tax up to $40,000, by 
the Revenue Acts of 1926 and of 1934. Un- 
der present rulings of the Treasury Depart- 
ment, the whole of such insurance is exempt 
from tax whether or not the insured pays 
the premiums, if the insured has relin- 
quished all incidents of ownership, and has 
no control over the policies. Generally, the 
proceeds of all insurance are exempt from 
Federal Estate Tax when the insured does 
not, either directly or indirectly, pay the 
premiums; the exception to this occurs when 
the insurance is payable to the insured’s 
estate. All life insurance payable to the 
estate is included in the gross estate, and is 
subject to tax. | 

Can you say to yourself: “ALL’S WELL 
WITH MY FAMILY?” Your income-earn- 
ing capacity may continue for a long time, 
or it may cease tomorrow. There is satis- 
faction for you in the knowledge that you 
have carefully guarded your family’s wel- 
fare against the time when it will no longer 
have your guidance. Investigate the LIFE 
INSURANCE TRUST. 


Folders and Booklets Used in Advertising Campaign in Canada 


HE current trust campaign of the 
National Trust Company, Lim- 
ited, has now been running for 
upwards of a year and a half. To date 
it consists of a series of ten attractive 
folders, 1014 in. x 734 in., and two mas- 
ter booklets. 


On the front page of each of the ten . 


folders is a reproduction of an appro- 
priate pen and ink sketch. The titles of 
the folders follow: 

This Orphan will soon be Twenty-one. 

This Business Man Likes Action. 

He Likes His Accounts in Proper 
Shape. 

His Friends Know He Has an Oblig- 
ing Disposition. 

He Has Arrived 
Duty Class. 

He Was a Sensible Personal Executor. 

He Was a Capable Trustee. 

He Decided Not to Expect Free Serv- 
ice. 


in the Succession 


His Business Was His Chief Asset. 

His Friends Said He Was Lucky. 

The reading matter in each folder is 
in large type and consists of about 23 to 
25 lines on the left hand inside page with 
only a few lines at the top of the right 
hand page which allows a large amount 
of blank space before the name of the 
company which appears at the bottom of 
the page. 

The following reprints illustrate the 
type of message conveyed through these 
folders. 


His Friends Know He Has An Obliging 
Disposition 


He has long been well-known because of 
it among his friends. But his willingness 
to oblige has its limit. He will not accept 
appointment as executor. 

He did so, many years ago—once. It took 
time from his own business when he could 
least afford it. It involved him in questions 
which his experience did not cover. It over- 
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loaded his accounting department to a point 
at which he had to enlarge his staff. Often 
he had to stay in town when he should have 
been elsewhere, because the estate needed his 
attention. 

“And that wasn’t the worst,” he has told 
the friends who have since asked him to be 
an executor. “I had carried out all the in- 
structions of the will the very best I could 
according to my best judgment and the law- 
yer’s best advice. But for some time after- 
wards scarcely anyone of those who had 
been interested in the estate would be more 
than civil. Several of the beneficiaries 
thought I should, as they put it, have shown 
less favoritism; and all of them clearly 
thought I was being merely greedy in ac- 
cepting the fee that was due me. That 
didn’t seem fair to me. The fee didn’t begin 
to equal what my business had lost through 
my preoccupation as executor.” 

He usually goes on to refer his friends to 
a trust company, pointing out that for a fee 
no larger a company will “do a real job.” 

If you have not made a will or if your 
will appoints a private executor, we invite 
you to consult us or, if you have not already 
done. so, to write for our booklet. 


He Was a Sensible Personal Executor 


A little flattered, he had assented light- 
heartedly when years ago his friend M. had 
asked him to be his executor. They were 
both young. Middle age had seemed too far 
away to take seriously. 

But the years slipped by. He entered his 
father’s business and inherited it. M. built 
up a business of his own. Then, a motor 
accident. M. was dead. 

He had become an executor. Executor- 
ship, he knew, brought work and respon- 
sibility. He knew little about M.’s business. 
The M.’s were a large family. Some of the 
grown-up children lived at a distance. How 
long was it since he had seen them?... 
There were trusts in the will for Mrs. M. 
and the younger children. His work and 
responsibility as trustee would last for 
years ...and his own business was taking 
more out of him than it had ever taken. 

He realized his vagueness of mind about 
“probate,” “succession duties,” “passing ac- 
counts” and other problems of trusteeship. 
To embark on the work might easily involve 
himself and the estate beyond recovery. 
“The time to stop this,” he thought, “is at 
the beginning.” He at once arranged to en- 
trust his duties to a professional trustee— 
the trust company. 

If your executor is an individual he, too, 
may renounce. It is becoming more fre- 
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quent. Discuss your problems with us, so 
that as (we hope) your executor, we may 
give your estate the full benefit of our 
experience. 

Our booklets “Modern Trusteeship” and 
“The Plan of Your Will” are available on 
request. 


He Was a Capable Trustee 


During his energetic middle age, he was 
executor for several of his friends. Those 
interested in the estates were loud in their 
praise of his business skill and his kindness 
of heart. This led others to appoint him 
executor when having their wills drawn. 
Sometimes they appointed him—inconsider- 
ately enough without his knowledge. 

But his business in these times becomes 
a great deal more exacting. So do his trus- 
teeships and the probelms of their bene- 
ficiaries. Unexpected developments and 
small details irritate him more than they 
used to do. There do not seem to be so 
many hours in the day as there were when 
he was younger. He is, in fact, not so young 
as he was; and he knows it. 

He thinks now he perhaps was mistaken 
when, in years gone by, he took on ap- 
pointments as executor. He has almost made 
up his mind that the trust company, under 
one form of agreement or another, could 
relieve him at least of harassing detail 
work. We think so too, and believe we can 
serve him well. 

If you have, or are, a private individual 
executor, look ahead! Time works changes. 
Your friend or relative may not keep his 
health, his ability or his willingness to 
serve. If you are an executor, neither may 
you. Consider whether you may not better 
ensure continuity by discussing with us 
your affairs and those of estates in your 
charge. 


He Decided Not to Expect Free Service 


He was convinced that a trust company 
as executor could give his estate the most 
efficient management. But he couldn’t con- 
vince himself that the cost would be justi- 
fied. “And,” he said to himself, “I don’t 
know a more level-headed business man 
than old George.” 

He appointed his friend; but he was 
astonished at the response when he told 
him he had done so. 

“If I were my great-grandfather,” said 
“old George,” “and you were your great- 
grandfather, I shouldn’t like it but I should 
take it on—because, you see, it would be a 
hundred years or so ago. There wouldn’t 
be anyone else to do it, except another 
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friend, and I shouldn’t want to seem unap- 
preciative of your confidence. But that’s all 
changed now. The trust company can man- 
age property better than I can, and even if 
I could do it as well, the fees are fixed by 
the Court in any event.” 

The friend of “old George” is now a trust 
company client. He realizes that personal 
executors generally accept the fees to which 
they are legally entitled; and by appointing 
this Company his executor he has wisely 
provided the efficient management his estate 
will require. 

Booklets on request. 


His Friends Said He Was Lucky 


According to them, Luck accounted in 
large measure for his success as a business 
man. But those who worked with him and 
were close to him knew also that he avoided 
unwarranted risks. 

Whenever an inviting investment oppor- 
tunity came to his notice, he made a point 
of securing the views of those most closely 
in touch with the industry or enterprise 
and checking them against his own and 
those of others in touch with business con- 
ditions generally. If, later, the investment 
returned satisfactory profits, his friends 
would again comment on his luck; but the 
fact was that he had proceeded only after 
carefully reviewing all related facts and 
opinions. 

The same careful practice preceded his 
appointing an executor of his will. He con- 
sulted a friend, who once had acted as 
executor. “An executor requires specialized 
knowledge and experience,” his friend told 
him. “He has a varied set of duties to per- 
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form. He must select and manage invest- 
ments, settle succession duties, keep de- 
tailed accounts of all that happens in the 
estate and perform many other services 
that an uninitiated executor realizes often 
too late are a part of his obligations. Mod- 
ern business has become so specialized that 
trusts are best administered by the one 
whose business it is to act as trustee—the 
trust company.” 

He was impressed by what his friend 
said. After talking over the problems of 
his will with his solicitor, he instructed 
him to draw his will, appointing National 
Trust Company his executor. 

Write for our booklets. 


Master Booklets 


Both master booklets are approxi- 
mately 10 in. x 734 in. with overlapping 
covers. . 

“Modern Trusteeship” consists of 26 
pages and is referred to as “Describing 
a Trust Company as Executor, Adminis- 
trator, Trustee, Guardian and Commit- 
tee; and offering the reader some reasons 
why a trust company can be of service to 
him, with some idea of its many func- 
tions.” The contents of this booklet deals 
with “The Need of a Will,” “The Mak- 
ing of a Will,” “The Choice of an Exec- 
utor,” “The Work of a Trust Company 
in Personal Trusteeships,” and “What 
It Costs.” 

“The Plan of Your Will” also consists 
of 26 pages. Its contents are divided into 
the following seven sections: “Providing 
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for Your Wife,” “Providing for Your 
Daughter,” “Providing for Your Son,” 
“Providing for Parents and Other Rela- 
tives,’ “Providing for Charity,” “Pro- 
viding for Special Problems of Adminis- 
tration,” and “Choosing Your Executor.” 

Preceding the first section of the book- 
let, the following appears: 

A will is the written expression of your 
plans for your family after your guidance 
has been removed. You have in mind the 
result you want to secure; that is something 
which you yourself are the only person 
capable of deciding. How to secure that 
result may not be so easy for you to decide. 

In recent years men have come to realize 
that a Will should be planned before it is 
made. Difficulties which arise in the admin- 
istration of estates are often caused by the 
fact that the Will was not planned with an 
eye to all contingencies and cannot easily 
be adapted to the circumstances which have 
arisen. Regrettably often, it is the very 
contingency unprovided for that occurs. 

The purpose of this booklet is to outline 
a plan this Company has found satisfactory 
to the beneficiaries of many estates in its 
charge. Not that we suppose all the sug- 
gestions presented are suitable for you; or 
that we think the plan necessarily contains 
provisions for all your needs; but it may 
have some value for you as you think over 
the fundamental question of your estate: 
“What is the best way to provide for my 
wife—daughter—son—parent?” 

A supplement to “The Plan of Your 
Will,” consisting of four sheets and 
cover, lists sixteen suggestions and ques- 
tions designed to assist the prospective 
testator in planning his will. 
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“Notes on Succession Duty in On- 
tario” is the title of a 32-page and cover 
booklet, 7 in. x 43% in. It was first pub- 
lished in August, 1931, and has been 
revised and reprinted three times since 
that date, the last time being June, 1934. 
The preface reads: 

“Before those to whom you leave your 
property on your death will be legally en- 
titled to receive it, they will have to pay 
Succession Duty, if the Total amount of 
your estate reaches taxable figures. 

“The purpose of this booklet is to note 
some of the various factors that have to 
be taken into consideration in estimating 
the duty. It is not expected or indeed ad- 
vised that the individual should attempt, by 
means of the information we present, to 
estimate the amount of duty his various 
beneficiaries will each have to pay. We sug- 
gest that the subject, unless you have al- 
ready so dealt with it, is one you should 
talk over with your solicitor and the exec- 
utor you may appoint.” 

The contents is divided into the fol- 
lowing six parts: “Scope of the Act,” 
“Taxable Property,” “Property Not 
Taxed,” “Valuation,” “Rates of Duty,” 
and “Time for Payment.” 

Examples showing duty payable on 
various estates is listed in an appendix. 


Trust Campaign in French 


An interesting development in trust 
advertising has been a direct mail cam- 
paign in French conducted this year by 
the Montreal office of The National Trust 
Company, Limited. Reports indicate that 
the results have been satisfactory. 


Portland Trust Booklets Described—Bank Continues Distribution 
of Annual Diaries to Attorneys 


The Portland Trust and Savings Bank, 
Portland, Oregon, is using two pamphlets 
prepared by its trust department staff. 

One of these pamphlets is entitled “A 
Trust During Your Lifetime.” Excerpts 
from the reading matter follow: 


A Trust During Your Lifetime 


This booklet is intended to impart infor- 
mation concerning a method of handling 
property which is rapidly growing in favor, 
but one with which comparatively few lay- 
men are familiar. We shall briefly discuss 


herein the subject of “Trusts.” 

Perhaps it would be well to here define 
the term. It has been well defined as “An 
obligation upon a person arising out of con- 
fidence reposed in him to apply property 
faithfully and according to such confidence.” 
It may also be well to define a few words 
which will necessarily be frequently used 
in discussing this subject. A person who 
takes title to property and holds it for the 
benefit of another is called a “Trustee.” 
The person who creates the trust or who is 
the owner of the property is called the 
“Trustor.” The person for whose benefit the 
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property is administered is called a “Bene- 
ficiary.” 


Origin of Trust Doctrine 


The principal of placing property in trust 
during the lifetime of the owner, for the 
benefit of another after the death of the 
Trustor, is of very ancient origin. We even 
find a semblance of this practice as far back 
as the Roman civil law. The practice of 
conveying lands to another in trust for the 
use of certain persons became more or less 
common in England during the thirteenth 
century. This was done to avoid the in- 
equities arising out of the old feudal laws 
relating to land. Under the governmental 
system existing at that time a man could 
not by will give his land to another upon 
his death. Upon the death of the father the 
first born son took all the land, to the ex- 
clusion of the other heirs. He in turn had 
to bear arms for the king and pay a relief 
to the feudal lord. This system led to the 
practice of the owner of land transferring 
it during his life to another in trust, for the 
use of his widow and children after his 
death. This accomplished the desired result, 
and all was well, provided the Trustee’s in- 
tegrity could be relied upon. If, however, he 
refused to fulfill the trust reposed in him 
the beneficiary lost the property, for “at 
law” the Trustee was the legal owner of the 
land, and having the title to same the law 
courts could do nothing about it. This re- 
sulted in many frauds and abuses being 
perpetrated on helpless individuals. Finally, 
about the end of the fourteenth century, the 
king’s chancellor began to compel trustees 
to execute the trust reposed in them. The 
chancellor enforced his decree under penalty 
of prison sentence for failure to obey. From 
this early beginning there has grown and 
developed our modern day trust law. 


The Legal Distinction Between a Will and a 
Trust 


As to the legal formalities of giving prop- 
erty to another after the death of the owner 
there is a distinction between a Will and a 
Trust. Under a Will the owner parts with 
nothing and the legatee receives nothing or 
any right until the death of the person mak- 
ing the Will. Under a Trust the Trustor at 
the time of making the Trust passes the 
legal title to the property to the Trustee, 
and the beneficiaries at the same time 
acquire an interest in the Trust. However, 
the Trust may be so arranged that in reality 
the beneficiaries acquire no tangible interest 
until the death of the Trustor. To effect a 
Trust the Trustor does not necessarily have 
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to relinquish possession of the real prop- 
erty made subject to the Trust, but a for- 
mal transfer of the title to all property 
entering under the Trust must be made at 
the time of executing it, and legally the 
owner surrenders dominion and: control of 
the same to the Trustee. 


What You Can Do Through a Trust 


Property, both real and personal, may be 
transferred to a Trustee. to be held for the 
use and benefit of the Trustor during his or 
her lifetime and after the death of the 
Trustor transferred and distributed to bene- 
ficiaries of the Trust or held in trust and 
administered for their benefit through the 
future years, subject to certain legal limi- 
tations as to the period of time it may be so 
held. There are advantages to be had 
through handling property by a Trust not 
available through any other method. In 
many instances certain rights may be 
gained or protected by the use of a Trust 
which are impossible to obtain in any other 
way. 

The most remarkable feature from the 
standpoint of one contemplating placing 
property in trust is that you can make a 
Trust either flexible or inflexible. That is to 
say, you can reserve the right to change any 
provision of the Trust in the future or you 
can cancel it entirely and release all of the 
property from the terms of the Trust. Like- 
wise, if you so desire, you can arrange a 
Trust so that it cannot be changed or re- 
called. Under the latter arrangement the 
funds or property in trust cannot be sub- 
jected to the payment of your debts incurred 
after the signing of the Trust. 

You can also arrange your Trust so that 
the future interest of any beneficiary of 
same cannot be dissipated by such benefici- 
ary or reached through legal process by the 
creditors of a beneficiary. You can give 
your Trustee wide discretionary power in 
the use of the principal of the trust fund 
for the benefit or education of the bene- 
ficiaries. By the use of a Trust a future hus- 
band or wife can be prevented from acquir- 
ing an interest in property belonging to the 
other spouse which otherwise would vest 
upon marriage. 


What a Trust Will Do for You 


If you have reached an age where you 
desire to retire and do not wish to be an- 
noyed with the troublesome details of watch- 
ing your investments, we will through our 
trust department take entire charge of your 
property and investments, thus relieving you 
of all this responsibility. Should you be con- 
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templating a journey abroad or be unable 
to give the necessary attention to your 
investments and property, our ‘trust depart- 
ment can take full charge of your business 
affairs and administer your property in your 
stead. 

You can create a trust with us whereby 
we assume all responsibility for investing 
the funds and you can increase the princi- 
pal of the trust fund from time to time by 
adding thereto your additional savings as 
may suit your convenience. A trust fund 
accumulated by your additional deposits and 
by the adding of income to principal will 
increase with surprising rapidity. Just 
figure compound interest on a given sum 
at five or six per cent over a ten-year period 
if you would realize how the growth of a 
fund accelerates with time if the earnings 
be added to the principal. Such a trust fund 
will be available for your needs should 
financial misfortune ever overtake you and 
will afford you a sense of economic security 
in old age which money and income alone 
can give. 

There are many persons who are trained 
in their own occupation or profession and 
by virtue of their particular skill or ability 
enjoy a substantial income from their 
chosen business. Frequently the person who 
may be able to dispose of his own services 
at a lucrative price does not possess the 
ability and knowledge necessary to make 
safe investments; or, expressing it in an- 
other way, to make their accumulation work 
for them. A Trust will perform this service 
for such a person. 


A Trust May Also Substitute for a Last Will 


Under the powers given us by a Trust 
Agreement effected during your lifetime, not 
only can we invest your funds and handle 
your property during your life, but after 
your death we can distribute property to 
whomsoever you shall direct, or hold it in 
trust for the benefit of those whom you 
make your beneficiaries. Such a trust can 
relieve the necessity of a last will and will 
result in substantial economy to your estate 
by eliminating probate procedure required 
for the distribution of property under a 
will. We, as your trustee, will assume full 
responsibility for the division and distribu- 
tion of all your property after your death, 
according to the instructions given us in 
your Trust Agreement. In an arrangement 
of this kind you can give your trustee full 
power to sell any of your property and dis- 
burse the proceeds of such sale free from 
any of the legal formalities of probate court 
procedure. 


l Shabde T 


A 12-page booklet is entitled “Your 
Will and the Conservation of Your 
Estate.” The opening remarks in this 
booklet follow: 


A Will Your Duty and Privilege 


The law makes it the inalienable right of 
every citizen to acquire and enjoy property. 
Likewise, all civilized governments have 
since the days of feudalism given to their 
citizens or subjects the right to dispose of 
their property upon death, according to 
their own choosing. This right is subject 
only to certain legal requirements in effect- 
ing such disposition, and, in some particular 
instances, limited restrictions. 

Being given this privilege, is it not rather 
singular that so many men devote all their 
living thought and energy, frequently 
coupled with struggle and sacrifice, to 
acquiring property, and finally come to the 
end of life’s journey without having made 
any provision whatsoever for the disposi- 
tion of this property? In other words, they 
fail to exercise one of the most important 
of human rights, that of making a “will.” 
Instead, they permit the law of the state 
to divide their property according to an 
inflexible and in many instances an un- 
reasoning rule. 


Why People Neglect This Duty 


Perhaps the reason why so many fail to 
exercise this right is not because they do not 
appreciate this privilege or “intend to make 
a will some time,” but because it is a matter 
over which it is easy to procrastinate. We 
trust to our own skill and ability to enable 
us to keep intact our earthly possessions, 
and to Divine Providence to allot to us our 
“three score and ten years” to which the 
Good Book says we are entitled. 

Fortunately for our happiness, the future 
is beyond human knowledge. And for this 
very reason you should make a will at the 
very earliest possible time if you own any 
property or have anyone whom you would 
make the object of your bounty. 

Since you cannot know what the future 
holds, why not provide now for the proper 
and orderly administration of your affairs 
in case of your death, thereby securing to 
those for whom you have toiled and sacri- 
ficed or to those whom you desire to be the 
recipients of your bounty, the fullest pos- 
sible fruits of your efforts? 

Many men say “Yes, I realize this, but 
I have yet ample time; I am hale and hardy 
and I am not going to die now.” Some men 
still cling to the old traditional superstition 
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that the words “Last Will and Testament” 
have such an everlastingness about them 
as to at least imply that this is the last 
mortal act of a man. 

Others defer this duty because they think 
their business affairs are not yet in the de- 
sired shape for executing a will. 

Nothing could be further from a valid 
reason for not making a will than such 
excuses. It is true, you can make a valid 
death-bed will so long as you have mental 
faculties sufficient to understand what you 
are doing, but after the doctor has shaken 
his head and the nurse is working franti- 
cally to delay the Death Angel, it is surely a 
poor time to start your lawyer to work. A 
will should be made only with deliberate 
care and thought and under the mature 
counsel of one experienced in matters of 
this kind. 

Other subtitles in this booklet are: 
“Call Your Attorney,” “The Nature of a 
Will,” “What You Can Do Through a 
Will,” “Whom Will You Select to Repre- 
sent You?,” “Superior Features of Trust 
Company Service,” “The Cost of This 
Service,” and “Do Not Jeopardize Your 
Estate by Delay.” 


Annual Diaries for Attorneys 


The Portland Trust and Savings Bank 
is continuing its distribution of diaries 
to attorneys. The pages of these loose leaf 
diaries are 634 in. x 3% in. They con- 
tain a list of the officers of the company, 
a calendar, 1851-1950; calendars for 
1933, 1934 and 1935; telephone numbers 
of United States officers, Federal judges, 
county officials and city courts; lists of 
judges of U. S. Supreme Court, U. S. 
Circuit Court of Appeals—Ninth Cir- 
cuit, State officers, U. S. District Court 
for District of Oregon, Oregon Supreme 
Court, Counties, County seats and offi- 
cers; important Code sections governing 
executors, administrators or guardians; 
Oregon estate tax; Oregon individual 
inheritance tax; and a listing of services 
of the trust department. 

One full page is allowed for each day 
of the year, and on each page appears 
the name of the bank with a line re- 
ferring to fiduciary services. 

A number of blank pages are provided 
for memoranda and one extra page is 
inserted for each month. Each of these 
has one blank line for each day of the 
month. 
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Speaking of the diaries, Lorne L. 
Miller, vice president and trust officer, 
said: “We have found it very useful, and 
the attorneys seem to appreciate it and 
look forward each year to the new fillers 
which we deliver some time in December 
for the following year. 

“In the first instance we deliver the 
attorney a leather bound book with his 
initials engraved on the front cover, and 
then as above indicated, the refills are 
given out each year.” 


Tax Increases Used Effectively 
In Trust Advertisement 


The American Trust Company, Char- 
lotte, North Carolina, used the following 
wording in a newspaper display adver- 
tisement. 


How Will Increased Taxes Affect You and 
Your Estate? 


The Revenue Act of 1934 consider- 
ably increased the amount of Federal 
Estate Taxes payable on estates of per- 
sons dying after May 10, 1934. Gift 
taxes were also increased in proportion. 
The new schedule of rates, however, 
applies only to gifts made on and after 
January 1, 1935. Gifts made prior to 
that time are taxable at the rates 
designated under the Revenue Act of 
1932, 

Income taxes for the current year 
were slightly reduced under the new 
act on incomes falling in the lower 
brackets, but were greatly increased on 
the larger incomes. 

Our Trust Department has just pub- 
lished a concise folder—‘How Estates 
and Incomes Are Taxed Under the 
Revenue Act of 1934”—which shows a 
contrast of old and new Estate Taxes 
and Gift Taxes for estates ranging 
from $50,000 to -$10,000,000, and also 
a contrast of old and new income taxes 
on net incomes ranging from $5,000 to 
$1,000,000. We shall be pleased to fur- 
nish you a copy if you are interested. 


J. Chadbourn Bolles, assistant trust 
officer, referring to the type of news- 
paper advertising being used and the 
tax folder referred to therein, stated that 
“the results obtained from this material, 
which was prepared by us, have been 
more than gratifying.” 











“Whether soup, ham _ cigarettes, 
toothpaste, cereals, paint, automobiles 
or banking service, people prefer the 
known to the unknown.” 

“Suspicion surrounds the unknown 

. unknown people, things, corpora- 
tions.” 

“Every advertisement should carry 
a sales message. It should be more 
than a so-called ‘card in the paper’ 
bearing the name of the firm and the 
nature of its business.” 

“It is a familiar human trait to 
accept impressions we have formed 
ourselves from advertising or other 
impersonal testimony as more authori- 
tative and convincing than the direct 
statement of an interested party. Im- 
pressions gained from advertising 
come to be merged with the general 
store of knowledge and information 
that we have acquired for ourselves.” 


Excerpts from address before American 
Life Convention, October 11, by Albert W. 
Sherer, vice president, Lord & Thomas, 
Chicago. 
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“What About My Will?” 


A condensed version of a recent inter- 
view with a typical New Orleans busi- 
ness man. 


The Hibernia National Bank in New 
Orleans is mailing to a selected list of 
prospects for trust services a pamphlet 
bearing the title reproduced above. The 
reading matter of this pamphlet follows: 

Mr. John Curtis enters the Trust Depart- 
ment of The Hibernia National Bank and 
approaches the desk of a trust department 
official. 

Mr. Curtis: (Extending his hand) “My 
name is Curtis. Could you give me some 
information about trust service?” 

Trust Officer: “I am glad to know you, Mr. 
Curtis, and shall be very glad to give you 
any information that I can. But won’t 
you sit down?’ 

(He indicates a chair alongside his desk. 
They seat themselves.) 

Trust Officer: “Now what would you like 
to know about our services, Mr. Curtis?” 

Mr. Curtis: “I’d better tell you first that 
I’m not a depositor in your bank. But I 
thought * * *” 

Trust Officer: “That makes no difference 
at all.” 

Mr. Curtis: “Well, what I’d like to know is 








what would be the advantage, if any, to 

my family if I were to appoint a National 

Bank as executor of my estate rather 

than a friend or relative?” 

Trust Officer: “I cannot answer that ques- 
tion until I know just what your particu- 
lar problem may be, the character of your 
estate, the needs of your family, and 
so on.” 

Mr. Curtis: “Yes, I can see that.” 

Trust Officer: “Have you already made a 
will?” 

Mr. Curtis: “Yes, I made one some years 
ago, in which I appointed my brother as 
executor. He died recently, and I revised 
it. As a matter of fact, that is what re- 
minded me to investigate the services you 
people render. By the way, do I have to 
use the attorneys for the bank in any 
matter of this kind, or can I * * *” 

Trust Officer: “No, Mr. Curtis, your own 
attorney who is known to you, and who 
is familiar with your affairs, is better 
qualified for that.” 

Mr. Curtis: “I see. I did not know what the 
custom was, but I daresay you know my 
attorney, Mr. W. * * *” 

Trust Officer: “Yes, I know him quite well, 
and I have done business with him before 
in this department.” 

Mr. Curtis: “I should also like to know 
whether it is any more expensive to have 
a National Bank act as executor of my 
will than to have an individual.” 

Trust Officer: “No, Mr. Curtis. The fee 
fixed by law for any executor, whether 
individual or corporate, is 2% per cent 
of the appraised value of the estate.” 

Mr. Curtis: “I know something about the 
duties of an executor, because my brother 
and I were executors of my father’s 
estate some twenty-five years ago, but, of 
course, in those days the problems of 
taxation were much simpler, as there was 
only an inheritance tax imposed by the 
State of Louisiana. There were no Fed- 
eral estate taxes and no income taxes 
that had to be settled.” 

Trust Officer: “Yes, the duties of an execu- 
tor twenty-five years ago were relatively 
simple compared to these same duties 
today. And, of course, Mr. Curtis, the 
more complex this business becomes, the 
more exacting and tedious for an individ- 
ual executor.” 

Mr. Curtis: “Naturally.” 

Trust Officer: “And then the question of 
experience enters into a matter of this 
kind, and we feel that we ‘know the 
ropes’ and can handle the duties of execu- 
tor to better advantage with our organ- 
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ization. It is a small thing in a way, but 
the mere business of preparing a lot of 
typewritten pages, checking them and 
seeing that they are in proper form, is 
highly important and difficult. We know 
how to go about these things, and we 
have a technically trained clerical and 
stenographic staff.” 

Mr. Curtis: “I can appreciate the complex- 
ity of such work.” (Taking paper from 
pocket.) “This is my will. Would you like 
to look it over and give me your opin- 
ion?” 

Trust Officer: “Why yes, certainly, I’d be 
glad to read it and give you my opinion 
from the business angle. But as to its 
legality, which is the most important fea- 
ture of all, I can’t help you. That is 
something that must be passed on by 
your attorney.” 

Mr. Curtis: “I suppose you are right about 
that.” 

Trust Officer: “Has your attorney seen this 
will?” 

Mr. Curtis: “No. I just followed in a gen- 
eral way the form of my father’s will.” 

Trust Officer: “Mr. Curtis, I advise you to 
go into this matter with your attorney 
as soon as you can.” 


WHAT WAS THE MATTER WITH MR. 
CURTIS’S WILL? 


Fred W. Ellsworth, vice-president of 
the Hibernia National Bank in New 
Orleans, referring to this new material 
says we “are obtaining inquiries which 
we have reason to believe will develop 
into actual business.” 





Timely and Precise 


Timeliness and precision in advertis- 
ing are well illustrated by an advertise- 
ment of the Bank of New York and 
Trust Company which appeared in New 
York papers October 15. The attention- 
arresting line was ‘‘Loss—$3,000,000.” 
The text is quoted in part: 

“A needless loss of more than $3,000,000 
has just been suffered by holders of $230,- 
000,000 of called Fourth Liberty 4% per 
cent Bonds who failed to exchange or sell 
their bonds before October 12. Evidently 
these holders were unaware of the call, or 
did not realize that the bonds could be sold 
at a price about $15 per bond in excess of 
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redemption value, or converted into a new 
issue at a similar profit. The holder who 
failed to exchange or sell his called bonds 
before the exchange privilege expired on 
October 11 can obtain only face value when 
his bonds are redeemed today. 

“Clients of this Bank’s Custodian Service 
were thoroughly protected in this matter. 
The additional value they received, as a re- 
sult of prompt action, was sufficient to pay 
for more than 10 years the fee charged by 
this Bank for Custodian Service on the 
amount of securities involved. 

“In May, our clients were advised of the 
call. In September, the conversion privi- 
leges announced by the Treasury were 
brought to their attention. The need for 
action was emphasized. 

“Most clients were able to respond 
promptly. Certain others, for various rea- 
sons, did not sell or convert their bonds. To 
protect these clients against their own fail- 
ure to act, this Bank on its own responsi- 
bility sold their bonds before the exchange - 
offer expired, thereby saving them the loss 
of the existing premium.” 





Trust Magazine 


has prepared a memorandum 


Companies 


designed to prove 


that a substantial amount of 
trust new business could be 
developed at much less cost 
per dollar of new gross in- 
come than by methods now 
being used by a large major- 
ity of trust departments. 





We are now distributing this 
to interested trust men. 
No cost of course. 





TrusT Companies Magazine, 
2 Rector Street, 
| New York. 
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CORPORATE FIDUCIARY ASSOCIATIONS 


Boston 

The special committee formed at the 
last annual meeting of the Corporate 
Fiduciaries Association of Boston, to 
consider conducting a New England 
Trust conference, to be sponsored by 
their association, presented a tentative 
report to the executive committee October 
1. This report was accepted and plans 
will be formulated soon for conducting 
a New England conference in Boston, to 
which will be invited trust representa- 
tives of all the banks in New England 
conducting a trust business. 

The following are the officers of the 
Corporate Fiduciaries Association of 
Boston for the current association year: 

President, Rollin B. Fisher, vice-presi- 
dent, Old Colony Trust Company; vice- 
president, FrancisC.Gray, vice-president, 
Fiduciary Trust Company; treasurer, A. 
Stanley North (re-elected), vice-presi- 
dent, The First National Bank of Boston; 
secretary, Harold B. Driver (re-elected), 
trust officer, Old Colony Trust Company. 

Executive Committee: Sheridan J. 
Thorup, 1935, vice-president and trust 
officer, the Union Trust Company, Bos- 
ton; Willis P. Beal, 1935, trust officer, 
Second National Bank; Lyman H. Allen, 
1936, president, Boston Safe Deposit & 
Trust Company; Leon M. Little, 1936, 
vice-president, New England Trust Com- 
pany; William R. Herlihy, Jr., 1937, trust 
officer, State Street Trust Company; 
Frederick A. Carroll, 1937, vice-presi- 
dent, The National Shawmut Bank, 
Boston. 


Georgia 

On Thursday, September 20, the Com- 
mittee on Trust Affairs, Georgia Bank- 
ers Association, met to adopt a program 
of work for the fiscal year. The program, 
as adopted, is composed of three divi- 
sions: 

First, Legislative Committee, with 
James C. Shelor, assistant trust officer, 
Trust Company of Georgia, Atlanta, 
chairman, and to assist him he has named 
William Mathews, trust officer, Fulton 
National Bank, Atlanta; J. H. Thompson, 
vice-president and trust officer, Savannah 


Bank and Trust Company, Savannah; J. 
T. Haley, vice-president and cashier, City 
National Bank, Albany, and H. M. Herin, 
treasurer and assistant trust officer, 
Columbus Bank and Trust Company, 
Columbus. 

Second, Committee on Trust Informa- 
tion, with Walter S. Cothran, vice-presi- 
dent and trust officer, National Bank of 
Rome, Rome, as chairman. This com- 
mittee will work in close harmony with 
the National Committee of the same title. 

Third, Committee on Standards of 
Practise, with Jack B. Key, vice-presi- 
dent and trust officer, Merchants and 
Mechanics Bank of Columbus, Columbus, 
as chairman. The functions of this divi- 
sion are to promote more effective in- 
ternal administration in all the phases of 
trust work; to handle complaints within 
and without the personnel of trust ad- 
ministration of Georgia, and to check 
conformity with the Statement of Princi- 
ples heretofore adopted. 

Haynes McFadden of Atlanta con- 
tinues as secretary on the Committee on 
Trust Affairs. 


Denver 


The Denver Trust Officers Association 
held their annual meeting October 11. 
Albert H. Brooks, vice-president, United 
States National, was elected chairman, 
and John L. J. Hart, general trust divi- 
sion, Colorado National, was re-elected 
secretary and treasurer. 


Minnesota 


The annual meeting of the Corporate 
Fiduciaries Association of Minnesota 
was held Friday evening, October 5, at 
which election of officers for the ensuing 
year took place and activities of the asso- 
ciation were resumed. The new officers 
are as follows. 

President, A. W. L. Wallgren, assistant 
trust officer and assistant secretary, First 
National Bank and Trust Company of 
Minneapolis; vice-presidents, R. N. 
Gesme, assistant trust officer, Northwest- 
ern National Bank and Trust Company, 


’ Minneapolis, and H. 8. Peyton, assistant 
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trust officer, Minnesota National Bank, 
Duluth; secretary and treasurer, Russell 
M. Collins, investment officer, First Trust 
Company, St. Paul. 

Executive Committee: H. Wm. Blake, 
chairman, vice-president and trust officer, 
Empire National Bank and Trust Com- 
pany, St. Paul; Paul Reyerson, assistant 
trust officer and assistant secretary, First 
National Bank and Trust Company, 
Minneapolis; L. S. Headley, vice-presi- 
dent, First Trust Company, St. Paul, and 
C. E. Drake, trust officer, Northwestern 
National Bank and Trust Company, 
Minneapolis. 

William J. Stevenson, vice-president 
and trust officer, First National Bank 
and Trust Company, Minneapolis, ad- 
dressed the meeting on the subject of 
handling real estate in a fiduciary 
account, using the text of his address 
before the Trust Division of the A. B. A. 
last February, and amplifying the same 


with facts pertinent to local conditions. . 


CONVENTIONS 


AMERICAN Bankers Association— 
Trust Division— 
Pacific Coast and Rocky Mountain States Trust Con- 
ference. 
—Twelfth annual meeting—San Francisco. Nov. 8-9. 


FLORIDA Bankers Association— 
November 16-17. St. Petersburg. 
—W. O. Boozer, vice-pres. and tr. 

National Bank, Jacksonville, secy. 


off., Atlantic 


INVESTMENT Bankers Association of America— 
Oct. 27-31, The Greenbrier, White Sulphur Springs, 
WW. Va. 
—C. Longford Felske, secy., 33 S. Clark st., Chicago. 


NEBRASKA Bankers Association— 
Nov. 8-9, Lincoln, Nebr. 


—Wm. B. Hughes, secy., Omaha. 


NEW JERSEY Bankers Association— 
Mid-Winter Trust and Banking Conference. Novem- 
ber 22-23. Hotel Robert Treat, Newark. 
—L. A. Chamblis, ass’t vice-pres., Fidelity Union 
Trust Co., Newark, general chairman conference. 
H. Douglas Davis, vice-pres. and trust officer, 
Plainfield, chairman Trust Conference. 





COURT DECISIONS 


Taxation—Estate Tax—Transfer in 
Contemplation of Death—Petition 
for Writ of Certiorari Denied by 
U. S. Supreme Court in Case Involv- 
ing More Than 10 Million Dollar 
Tax—William Waldorf Astor Es- 
tate. 


On October 8, the United States Supreme 
Court refused to interfere with the decision 
of the Circuit Court of Appeals, Second 
Circuit, that the United States should 
receive $10,810,856 tax assessed against the 
estate of William Waldorf Astor. This is 
the amount calculated after including in the 
gross estate of the deceased, a British sub- 
ject, the value of trusts created by Astor 
for his two sons. 

Real property valued at $46,521,545 was 
transferred to the Farmers Loan and Trust 
Company of New York, as trustee on 
August 15, 1919. Astor died October 18, 
1919. The Collector of Internal Revenue in- 
cluded the value of the trusts in the dece- 
dent’s gross estate. On January 19, 1925, 
the trustee, petitioner in this case, brought 
action against the collector to recover the 
$10,810,856, being the amount of increased 
tax caused by the inclusion of the trust 
estates. The lower court entered judgment 
against the respondent. 

On appeal, the Circuit Court of Appeals 
reversed the lower court on the ground that 
on the undisputed evidence the transfers 
should have been held to have been made in 
contemplation of death. 

The petitioner claimed that the appellate 
court erred in holding that a trust is, as 
a matter of law, created in contemplation 
of death within the meaning of the statute 
if one of the inducing motives for its crea- 
tion is a desire to save estate taxes; in hold- 
ing that a desire to minimize income taxes, 
because not “affirmatively commendable” is 
not such a motive associated with life as 
will prevent a trust from being taxable as 
one created in contemplation of death and 
that the decision of the said court is con- 
trary to U. S. v. Millikon, 283 U. S. 15 and 
U. S. v. Wells, 283 U. S. 102. 

“As far back as October 3, 1915,” said the 
petition, “Astor contemplated transferring 
an important part of the American real 
estate to or for the benefit of his two sons 
in order to mitigate the severity of the 
double income taxes imposed upon him, first 
by the United States by reason of the loca- 
tion of the property here, and second, by 


Great Britain by reason of his domicile in 
that country.” 

The petition cited that preparation of the 
transfer transaction had covered several 
years and added: 

“Without going into detail, it is apparent 
from the very tempo of the transaction, 
without more, that any idea of making ready 
for death was entirely absent from Astor’s 
mind.” 


Will Construction — Direction to Sell 
Stock Within Four Years From 
Date of Death Mandatory, Surro- 
gate Rules.— 


Matter of estate of Leon Schinasi. New York 
Surrogates Court. Mr. Surrogate Delehanty. Re- 
ported New York Law Journal, October 4, 1934. 


Two of three qualified executors of de- 
ceased ask leave to retain in the estate 
securities originally owned by deceased, and 
ask that the sixteenth paragraph of the 
will be construed as authorizing such re- 
tention. This paragraph gives the execu- 
tors and trustees full authority to permit 
the estate to remain in the same form as it 
was at the date of testator’s death, with 
the following limitation: 


“*(2) I direct my said executors and/or trustees 
to sell and dispose of, and to cause Schinasi Com- 
mercial Corporation to sell and dispose of, within 
four years after my death, all of the following 
which may be owned at the time of my death by 
me or by Schinasi Commercial Corporation: All 
common and preferred stocks (except stock of 
Schinasi Commercial Corporation) ; * * *.” 


Testator died on August 16, 1930, and 
the four-year period mentioned in the above 
quoted paragraph expired on August 16, 
1934. 

Petitioners contend that the above lan- 
guage is not mandatory, but merely au- 
thoritative and that they may, subject to 
the usual requirements of prudence and 
good faith exacted of fiduciaries, continue 
the investments in common and preferred 
stock received from the testator beyond the 
four-year period. The third executor and 
trustee contends that the language is man- 
datory and that the securities must be sold 
as directed by the testator. 

The will was executed on February 11, 
1930, six months subsequent to the stock 
market crash of October, 1929. At that time 
testator undoubtedly was of the opinion 
that a recovery in the market could not be 
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expected for some time and therefore au- 
thorized his fiduciaries, if they deemed it 
wise, to hold stocks received by them for 
the period of four years from the time of 
his death. This discretion did not extend 
beyond that period and the language im- 
poses an imperative obligation to sell by 
the end of four years (Perry on Trust, 7th 
ed., sec. 452; Matter of Perkins, 245 N. Y., 
478, 483; Fraser vs. Trustees, &c., U. P. 
Church, 124 N. Y., 479). 

Petitioners rely upon Matter of Simon 
(N. Y. Law Journal, January 3, 1934). In 
that case the court held that while the lan- 
guage was imperative, the best interests of 
the estate required postponement of the 
sale, since the property could not be dis- 
posed of without sacrifice. Here securities 
of the type held by the trustees are sold 
daily in the market. There is no question 
here of sacrifice, but only whether the ex- 
ecutors may speculate further on a rise in 
value. They may not (Matter of Stumpp, 
N. Y. Law Journal, September 8, 1934). 
Submit on notice decree construing the will 
accordingly and denying the approval of 
the court to any further retention of the 
securities. 


Gift Before Death Held to Be Tax- 
able in New Jersey Despite Motive 


Matter estate of Charles Schweinler, decision ren- 
dered by Vice Chancellor Malcolm G. Buchanan 
sitting as vice ordinary in the prerogative court, 
October 19, 1934. 


Gifts made during a person’s lifetime as 
a substitute for disposition of an estate by 
will or succession after death are taxable 
regardless of the time intervening between 
the presentation of the gifts and the death 
of the donor, the Chancellor held. 

“The taxability of a gift is not defeated 
by the fact that the donor’s contemplation 
of death is that of death in the wholly in- 
definite, though certain future. 

“The fact that the donor has other mo- 
tives or purposes also leading toward mak- 
ing of the gift does not prevent the gift 
from being taxable. It is not necessary 
that contemplation of death shall have been 
the sole cause of the gift. 

“In order that the gift be taxable it is 
necessary only that the making of the gift 
shall have been caused by that contempla- 
tion of death of the kind aforesaid—that 
the gift would not have been made in the 
absence of such contemplation of death. * * *” 

The opinion affirmed an assessment of 
$155,148 against the estate of Charles 
Schweinler of West Orange, president of 
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the Charles Schweinler Press, a New York 
corporation. 

Mr. Schweinler had divested himself of 
property, computed in excess of $3,000,000, 
more than a year prior to his death in Nov- 
ember, 1927. His heirs contended the prop- 
erty was not subject to taxation under the 
“contemplation of death” provision in the 
transfer inheritance tax act of 1909 and 
amendments to that statute. 


Committee to Study Banking Changes 


A sub-committee of the American Bank- 
ers Association’s Special Committee on 
Proposed Revision of the Banking Laws has 
been appointed to prepare banking studies 
aimed to aid in the development of the 
nation’s banking system in keeping with 
changing national and business require- 
ments. 

Members of the sub-committee are Tom 
K. Smith, president Boatmen’s National 
Bank, St. Louis, chairman; John H. Pue- 
licher, president Marshall and Ilsley Bank, 
Milwaukee; John K. Ottley, president First 
National Bank, Atlanta; W. W. Aldrich, 
chairman Chase National Bank, New York 
City; A. P. Giannini, chairman Bank of 
America, San Francisco; Evans Woollen, 
president Fletcher Trust Company, Indian- 
apolis; L. A. Andrew, vice-president First 
State Bank, Mapleton, Iowa; Thomas F. 
Wallace, president Farmers and Mechanics 
Savings Bank, Minneapolis. 

Francis Marion Law, president of the 
association, in announcing the appoint- 
ments, said: 

“This new committee held its first meet- 
ing in St. Louis, Missouri, October 6, with 
all members present. Its duties are to pre- 
pare banking studies with the hope that 
material may be developed to aid in adapt- 
ing the nation’s banking system in keeping 
with changing national and business re- 
quirements so as to serve agriculture, in- 
dustry and commerce most effectively and 
contribute most fully to the best interests 
of the entire country.” 

The chairman of the Special Committee 
on Proposed Revision of the Banking Laws, 
which was appointed at the American Bank- 
ers Association convention in Chicago in 
September, 1933, is Robert V. Fleming, 
second vice-president of the association and 
president of the Riggs National Bank, 
Washington, D. C. It consists of two mem- 
bers appointed from each Federal Reserve 
District, together with five others appointed 
from the country at large. 
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BOOK REVIEW 
Inflation and After 


Condensed report prepared for Duke Foundation 

by PHILIP G. WRIGHT. Published and distributed 

by The Duke Foundation, Charlotte, N. C.; 1934; 

66 pages. 

Original data collected by research work- 
ers in Frankfort, Vienna and Paris are 
presented in this report as case studies of 
the effects of inflation in France, Germany 
and Austria on savings banks and their 
depositors, educational trust funds, life in- 
surance companies and their policyholders, 
wages, salaries and pensions, and charitable 
foundations. 

In studying educational trust funds a 
tabulation was made of thirty-eight endow- 
ments invested in “gilt-edged” securities. 
On the average 14.4 per cent of the face 
value in 1922 was recovered after enactment 
of the revalorization laws. The value of the 
endowment of the Pasteur Institute in 
France, in spite of a supplement to principal 
which amounted to ten million francs in 
1914, was less than 40 per cent of pre-war 
value after inflation and stabilization. 

German life insurance companies during 
the inflationary period “lost 93.5 per cent 
of their assets, 79.8 per cent of the number 
of policies outstanding, and 95.6 per cent of 
their investments. * * * In the later stages 
of the inflationary period it not infrequently 
occurred that when a check in settlement of 
a nominally substantial death claim was 
mailed to the beneficiary, the postage stamp 
on the envelope cost more than the check 
for the insurance was worth.” Revalorized 
assets, however, held by trustees, restored 
about 10 per cent of the value of claims sub- 
sequently falling due. In France the effect 
was less severe, but “it was sufficiently 
disastrous to wipe out as much as four- 
fifths of the value of an estate that a person 
may have sought to build for the future by 
means of insurance.” 

The effect of inflation on charitable 
foundations and hospitals in Austria and 
Germany was to emasculate these institu- 
tions and force the remaining ones on a fee 
basis, as government or civic support, as in 
France, was impossible; and this at a time 
when the demands were increasing. Most of 
the funds supporting German charitable in- 
stitutions were classified as trust funds to 
be invested, unless otherwise provided, by 
the donor, in highest grade state, municipal 
and corporation bonds, which were most 
disastrously affected in Austria where no 
revalorization was made. The principal dif- 
ference between these three countries was 
one of degree. 

NoTE: For other book reviews, see pages 
435-438. 
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Guaranty Trust Company 
of New York 


140 Broadway 


Fifth Avenue at 44th St. Madison Avenue at 60th St. 
LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, September 30, 1934 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 
due from Banks and Bankers $ 222,427,916.51 
Bullion in Foreign Branches. . Drala Sa 686,293.00 
. Government Securities. . 470,180,329.51 
Notes of Reconstruction Finance Corporation 20,000,000.00 
Public Securities 73 034,836.97 
Stock of the Federal Reserve Bank........... 7,800,000.00 
Other Securities 21,554,260.64 
Loans and Bills Purchased................... 611,462,636.10 
Credits Granted on Acceptances 36,207,929.09 
Bank Buildings 13,883,422.39 
Other Real Estate 97,835.74 
Real Estate Bonds and, Mortgages.. 2,610,283.32 
Accrued Interest and Accounts Receivable. . 17,428,004.25 
"$1,497,373, 747.52 


LIABILITIES 


Capital.. te eeeeee... $ 90,000,000.00 
Surplus Fund.. 170,000,000.00 
Undivided Profits 7,167,463.99 $ 267,167,463.99 


Dividend Payable October 1, 1934 4,500,000.00 
Accrued Interest, Miscellaneous Accounts 

Payable, Reserve for Taxes, etc............. 7,891,491.44 
Items in Transit with Foreign Branches. 242,536.49 
Acceptances................ $89 ,978,330.35 


Less: Own Acceptances 
Held for Investment..... 53,770,401.26 36,207,929.09 


Liability as Endorser on Acceptances and 
Foreign Bills 269,145.00 
Deposits $1,166,177,094.42 
Outstanding Checks........ 14,918,087.09 
——— 8 F202 2 


$1,497,373,747.52 





INFLATION AND THE ENDOWMENTS 
OF OUR PUBLIC WELFARE INSTITUTIONS 


Edwin Walter Kemmerer, Walker 
Professor of International Finance at 
Princeton University, speaking before 
a joint meeting of the City Club and 
the Sound Money Committee of Ohio, 
in Cleveland, October 6, said in part: 


HE idea is popularly held in many 
places that the creditors in the 
United States are mostly bloated 
bondholders and that the debtors are 
mostly farmers and home owners, strug- 
gling hard to pay their mortgage debts 
to these Shylock creditors. 

A large part of our bonds and mort- 
gages is owned by insurance companies 
against over a hundred billion dollars of 
outstanding insurance by savings banks, 
and other banks, universities and col- 
leges, scientific, charitable, benevolent, 
religious and other welfare institutions 
in their endowment funds, by pension 
funds, by widows and orphans, and by 
other beneficiaries of funds held in trust. 

These creditors are our most conserva- 
tive investing classes—classes whose 
welfare is a matter of such great social 
importance that we protect many of 
them by special laws which restrict the 
investment of trust funds to a limited 
and supposedly safe field of investments. 
In these restrictions, high grade bonds 
and mortgages are favored, and invest- 
ments in equities like common stocks are 
usually disfavored. 

A heavy inflation would take funds 
from the creditor and give them to the 
debtor. Although helping certain classes, 
like farmers, home buyers with mort- 
gages on their properties, and others 
who are really suffering under the bur- 
den of long-time debts during this tem- 
porary period of abnormally low com- 
modity prices, any inflation resulting in 
a heavy depreciation of the dollar would 
cause much injustice to a large propor- 
tion of the country’s most worthy people. 

If our great public welfare endow- 
ments are now destroyed or even sub- 
stantially reduced by inflation, as such 
endowments were in the post-war infla- 
tion experiences of many of the leading 
countries of Europe, who will replenish 
them? They were built up largely by the 


gifts of wealthy men, during our pioneer 
years as a nation. With our ever-increas- 
ing governmental control of business, 
and our continually growing resort to 
progressive income and inheritance taxes 
for providing public revenues to meet 
rising government expenditures, who in 
the future will re-endow these welfare 
institutions? 

The sad irony of our financing ex- 
travagant government expenditures 
through the mechanism of inflation is 
the fact that, in a subtle way, the Gov- 
ernment is financing itself largely out 
of the endowments of these public wel- 
fare institutions, and out of life insur- 
ance policies and the savings of the poor. 

If you doubt this, merely ask yourself 
what would happen to the endowments 
of American universities, colleges and 
hospitals, research foundations and pub- 
lic libraries, and to the hundred billion 
dollars of life insurance outstanding if, 
through the process of inflation, the gold 
value of the American dollar should be 
reduced by, say, 80 per cent, as was that 
of the French franc after the war, to 
say nothing of such phenomenal reduc- 
tions in the value of the monetary unit 
as took place in Austria, Germany and 
Russia, countries in which such endow- 
ments were wiped out almost completely. 

The all-important question to answer 
today is: Now that we have been sowing 
for some time the inflation wind, what 
can we do to avoid reaping the whirl- 
wind? 

The most important things to do are: 
(1) To repeal the inflation provisions of 
the notorious Thomas Amendment; (2) 
to repeal all the other silver legislation 
that has been enacted during the life of 
the present Administration; (3) to re- 
turn promptly to a _ statuatory gold 
standard, with convertiblity of all kinds 
of money into gold bullion on demand; 
(4) a prompt return of our Federal Re- 
serve system to its original functions; 
and (5) in all matters affecting funda- 
mentally the monetary standard, a right- 
about face from a government of execu- 
tive fiat to a government of statuatory 
law. 
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“STICK TO GOOD BONDS” 
IN SPITE OF INFLATION MENACE 


The outlook for railroad and utility 
bonds was discussed by Lionel D. Edie, 
Chairman of Edie-Davidson, Inc., New 
York, in an address before the Savings 
Banks Associations of the State of New 
York, October 19. He said in part: 


OST financial authorities have 
M agreed on one thing, namely, 
that inflation is inevitable and 
that inflation is bad for bonds. I am out 
of sympathy with these scares and the 
main point which I have to make is this: 


Stick to good bonds; don’t be led astray 
by the talk about wild inflation. 


The first of these scares came in 1932. 
It was then called reflation and at your 
convention in 1932 your speakers had 
much to say about the country’s .going 
crazy on an inflationary rampage. How 
much did bonds go down? Not at all. 
They went up, not up just a little, but 
up 17 points. 

Then came the scare of the first half 
of 1933 when we went off the gold 
standard, a gigantic scare in which the 
government repudiated gold contracts 
and people solemnly declared contractual 
obligations worthless. What happened? 
These contractual obligations advanced 
in market price 15 points. 


But the next inflation scare was bigger 
and hetter than ever, the great “baloney” 
dollar scare of late 1933. Right and left 
many of the best minds advised people 
to dump their bonds overboard. And 
bonds right away started a new advance 
of 11 points, an advance which repre- 
sented one of the greatest bull markets 
in high grade bonds of our entire his- 
tory. 

In brief, the one sure way to have 
done absolutely the wrong thing in bond 
policy during the past three years has 
been to let one’s judgment be warped by 
the talk about wild inflation. Such talk 
has been the curse of sound investment 
policy and nearly everyone who has de- 
parted from old-fashioned, conservative 
principles of investment because of the 
lure of the inflation siren has made very 
costly errors. 

This lesson applies equally to the out- 


look for the future. When people say 
wild inflation is inevitable two or three 
years hence, I say, “Look at the record. 
Who has been able to say at any point 
in this great depression what was in- 
evitable three years ahead? It is just as 
impossible today for anyone to pose as 
so great a prophet that he knows exactly 
what is inevitable on inflation two or 
three years hence.” The sensible attitude 
is to stick to conservative investment 
policy unless and until the real wild in- 
flation actually steps its foot in the door, 
and speaking as a minority in these days 
of confusion I greatly doubt whether 
that is ever going to happen to us. * * * 


Always one has to be on the lookout 
for dangers, surprises, sudden upsets. 
There are two which deserve special 
mention at this time. First, if a heavy 
gold export should develop, running into 
hundreds of millions of dollars, probably 
the high grade bond market would break - 
badly. One cannot see such a gold export 
movement in immediate prospect but one 
has to be alertly on guard for the possi- 
bility. If a great gold export movement 
starts, sell bonds. Second, if money rates 
start to tighten sharply it will be a signal 
to look out for decidedly lower bond 
prices. Gold exports and tight money are 
the two red traffic lights to watch. 


Rails 


I should like to deal with rail bonds 
by laying down these broad propositions: 

1. Senior obligations of the reasonably 
well managed roads, properly mortgaged, 
are as conservative investments as they 
have ever been. * * * 

2. Given the present level of traffic, 
the equities of a majority of roads have 
been practically confiscated by wage and 
pension costs and taxes. In these cases, 
the lower grade bonds have become in 
effect the equities and should be treated 
os ook. * * * 

3. Those who hope to solve the railroad 
problem by rate increases, regulation of 
trucks, and creation of new super-Trans- 
portation Commissions are doomed to 
disappointment. More regulation is not 
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the fundamental cure for an industry 
already regulated ad nauseam. Some 
progress can be made by private initia- 
tive in effecting economies of manage- 
ment, but fundamentally what the rail- 
roads need is more traffic. * * * Anything 
else is a stop-gap and a patch-work and 
does not go to the heart of the problem. 
Utilities 

A great cloud hangs over utility se- 
curities because of political threats. 
Utilities contrast with rails in one vital 
respect; physical volume of utility out- 
put has held up remarkably well whereas 
railroad traffic volume has_ slumped 
sharply. The utility investor has working 
in his favor a growth factor, because 
the electrification of the country is still 
in the dynamic stage. Nobody calls elec- 
tricity a decadent industry. In spite of 
this, many people today are saying that 
political threats will ruin the utility in- 
dustry and that the investor should not 
touch any utility securities. This leads 
me to make the following observations: 


1. Utility bonds which represent pru- 
dent values of property, values-not un- 
reasonably out of line with actual cost 
or with replacement cost are as sound 
investments as any other class of senior 
securities. There is no real need to dump 
them overboard. In other words, the test 
is valuation. Securities representing 
write-ups, over-capitalizations, pyramid- 
ed managements, are in process of being 
slowly confiscated. The utility bond 
analyst today has to buckle down to a 
study of properties, of what they are 
worth. 


2. The threat to rate structure by 
TVA, by PWA loans to municipalities, by 
municipal plants duplicating local pri- 
vate facilities is serious but it cannot 
be settled by any overnight, arbitrary 
decision. It will be settled only gradually 
and over a period of many years by a 
running fire of fights, court actions and 
bargainings. * * * One thing only is cer- 
tain: the pressure will be constant and 
overwhelming to lower the rate struc- 
ture. Under these circumstances, the 
buyer of lower grade utility securities 
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is taking a very high risk and only by 
the utmost nimbleness and agility can 
he hope to escape the squeeze on rate 
structure. 

3. Those who buy speculative utilities 
on the theory that they have a hedge 


against inflation are playing with fire. 
% & & 


Ten Suggestions 


1. Do not look upon present prices of 
most high grade bonds as normal. They 
are above normal, above their probable 
average prices of the next five years. 

2. Do not, on the other hand, be afraid 
of any total collapse of the high grade 
bond market, a collapse of the 1931-1932 
type. 

3. Be prepared for fluctuations of 5 
to 8 points in the prices of high grades 
and study their individual, intrinsic 
worth, being willing to sell a bond when 
it gets too high and to buy when it gets 
out of line on the down side. 

4. Because high grade bonds are still 
in the upper third of a bull market, keep 
more than a normal proportion of hold- 
ings in short and medium term maturi- 
ties. 

5. Do not be misled by inflation scares 
into departing from traditional, old- 
fashioned principles of conservative in- 
vestment. 

6. Do not load up with low grade rails 
and utilities on the theory that inflation 
will be good for them and that you will 
make a lot of money. 


7. Do not throw good bonds overboard 
and shift into highly abnormal holdings 
of common stocks as an inflation hedge. 

8. Do not be afraid of rail and utility 
bonds which represent conservative 
property valuations. 

9. Do not, on account of political 
threats, slaughter lower grade bonds in 
rails and utilities which you have car- 
ried over from the past, but on every 
wave of speculative strength, keep on 
house-cleaning and weeding out the sit- 
uations which have turned sour. 

10. Watch gold exports and tight 
money as possible surprise danger sig- 
nals of a temporary major upset to the 
bond market. 





FOUR MUNICIPAL CREDIT FACTORS ANALYZED 


Frederick L. Bird Says Recent Financial Difficulties 
Have Served to Clarify Elements of Weakness and 
of Strength in Municipal Investment Field 





AJOR responsibility for the un- 
M fortunate financial predicament 

of many local governments be- 
longs “to the improvidence of prosperity, 
rather than to the disasters of the de- 
pression,” according to Frederick L. 
Bird, director of municipal research, 
Dun & Bradstreet, Inc. 

“The underlying causes of the weak- 
nesses which have developed,” said Mr. 
Bird in an address October 10 before the 
American Life Convention, “are to be 
found in defective bonds and tax laws; 
in that hodge-podge of overlapping ad- 
ministration which has given us nearly 
200,000 local units of government: and 
in the unwieldy debts arising from the 
use of public credit for land speculation, 
the extension of easy credit, with only 
the most perfunctory regard for the 
security involved, and the failure of in- 
vestors to apply even the most rudimen- 
tary criteria of safety in the purchase of 
securities which bore the lure of tax 
exemption.” 

“Disconcerting as the spread of 
municipal financial difficulties has been,” 
Mr. Bird continued, “it has in certain 
ways been of benefit to investors. It has 
served to clarify the elements of weak- 
ness and of strength in the municipal 
investment field, and thus in turn to pro- 
vide more satisfactory standards of ap- 
praisal. The final word in methods of 
municipal investment analysis has yet to 
be given voice, and the natural tendency 
is to emphasize the present operating 
difficulties of local governments and to 
overlook, in many instances, the under- 
lying stability; but the governing prin- 
ciples of sound appraisal can be sum- 
marized with some confidence. There is 
nothing of mystery in the process, and 
its application would be relatively simple 
were it not for the inadequacies and 
infinite variety of municipal record 
keeping, and the infinite lack of uni- 


formity both in controlling laws and in 
methods of municipal operation. 


Four Credit Factors Summarized 


“The quality of a municipality’s credit 
depends on four closely interrelated factors: 
the nature and extent of its economic and 
social resources, the amount and character- 
istics of its debt considered in relation to 
these resources, the status and trend of its 
current financial operations and the calibre 
of the administration and the soundness of 
the laws under which it functions. Suppose 
we consider briefly the application of these 
four principles. 


“Consideration of economic and social 
resources is really analysis of taxpaying 
capacity, the equivalent of a study of the 
actual and potential earning power of an 
industry or a utility. Among the elements 
to be taken into consideration are: the com- 
munity’s sources of income, with emphasis 
on their stability and diversity as well as 
their extent; importance of location with 
regard to the nation’s economy; trend of 
population, with special concern as to stag- 
nation on the one hand and -mushroom 
growth on the other; racial composition of 
population in relation to economic well- 
being and intelligent citizenship; hazard of 
location as to possible catastrophe of 
nature; and adequacy of physical equip- 
ment, as a check on the need of future 
heavy borrowing. Unlimited illustrations are 
available as to the fundamental importance 
of studying these economic and social fac- 
tors. Their significance has come clearly to 
light during the depression years through 
the defaults of one-industry cities, of resort 
communities with their highly volatile single 
industry of entertainment, of suburban 
areas suffering from highly speculative 
realty development, and in regions where 
the population is always near the poverty 
line. Municipal financial satistics are always 
lacking in full significance unless they are 
geared to a community’s economic record 
and prospects. What, in other words, is its 
capacity to pay taxes and meet obligations? 


Overlapping Debts 


“The second of the four general factors, 
the community’s debt, naturally occupies the 
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center of the picture. The investor’s concern 
is whether principal and interest are likely 
to be paid promptly and in full. To answer 





this question he needs to know several per- . 


tinent items. The basic one, what is the com- 
munity’s net tax-supported debt, sounds 
simpler than it actually is, for the same 
group of taxpayers may be supporting a city 
debt, a school district debt, a share of the 
county debt, and possibly a share of the 
debts of one or more special districts. It is 
the total of these obligations, rather than 
that of a single borrowing entity in the 
community, which must be related to tax- 
paying capacity. By way of illustration, the 
direct net per capita debts of St. Louis and 
Pittsburgh are practically identical at $79; 
but the direct and overlapping debt of the 
former is $80, and of the latter $201. This 
is a normal example, but many extreme 
cases might be cited such as the New York 
town where a $200 per capita direct debt 
obscures the fact that the taxpayers are 
actually carrying a debt load of $900, dif- 
fused through various divisions. 

“Given an actual per capita debt figure, 
it may be checked in various ways to de- 
termine its relation to capacity to pay. It 
may be related to assessed valuation, or 
more properly, estimated true value of tax- 
able property, and to other available in- 
dices of wealth, and it may usefully be 
compared with the average debt of other 
cities in the population and economic 
group in which the indebted municipality is 
classed. This simple expedient alone will 
save many a bad municipal investment, and, 
it might be added parenthetically, will af- 
ford to holders of defaulted bonds a rough 
estimate of the proportion of the principal 
they can hope to recover. 


“To shorten what might become a pain- 


fully endless dissertation on debt analysis 
we will mention only briefly the important 
items of debt history, debt trend and pro- 
vision for retirement. No investor wants the 
bonds of a city whose chief method of debt 
retirement for thirty years has been refund- 
ing, yet there are such. But more especially, 
a study of debt management over the past 
five years is a veritable road map to invest- 
ment safety. No better indication of sound 
prospects for a municipality’s credit can 
be found than the meeting of all its obliga- 
tions and the reduction of its debt over so 
long a period of financial stress. On the 
other hand, a city which has issued bonds 
for relief, to finance its delinquent taxes 
and to meet its maturing obligations, as a 
number of still highly regarded places have 
done, has merely gained a temporary post- 
ponement of its troubles. Inadequacy of 
sinking funds and poor planning of debt 
structure are ominous storm warnings, and 
we have learned that when debt charges 
exceed one-third of the annual budget, diffi- 
culty-is likely to ensue. 


Is Difficulty Superficial or Fundamental 


“While in the long run the moderateness 
of a community’s debt, in relation to its 
basic wealth, is the determining investment 
factor, the results of current financial oper- 
ations are the test of immediate security. 
The indices for such analysis are almost 
embarrassingly plentiful, but the ones which 
have proven most revealing and dependable 
are tax collection trends, the trend of oper- 
ating costs, the relation of cash receipts to 
disbursements, the nature and trend of 
operating debt, and, particularly, the ade- 
quacy of budgetary reserves for delinquent 
taxes. Important as these timely indicators 
are, however, they are susceptible to over- 
emphasis. In view of the current financial 
embarrassment of many municipalities, it 
is necessary to look beneath the surface to 
ascertain, from the application of all gen- 
eral factors, whether the financial difficulty 
is temporary and superficial or whether it 
is fundamentally serious in its menace to 
the ultimate integrity of debt obligations. 


“The fourth and final factor in the 
appraisal of municipal credit, and in some 
respects the most important, is that of 
municipal management. It concerns itself 
with governmental organization, administra- 
tive methods and personnel, and the laws 
under which the administration functions. 
The study of these factors is a science in 
itself, but there are certain outstanding ele- 
ments with which the judicious buyer of 
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COMPANIES 


municipal bonds must be familiar. The 
presence of an excessive number of overlap- 
ping areas of government is an element of 
credit weakness, both in the imposition of 
excessive operating costs on the community 
and in concealing the full extent of its obli- 
gations. In general the presence of anti- 
quated methods of doing public business can- 
not help but be a detracting credit factor; 
while the utilization of modern, efficient 
methods of administrative organization, of 
‘budgetary control, record keeping and finan- 
cial planning are bound to aid any munici- 
pality in moving successfully through a 
crisis. The item of personnel cannot be 
stressed too strongly, for it may be the 
deciding factor in the maintenance of a 
municipality’s credit. Competent officials, in 
many places, have been able to rise above 
weakening economic factors and cumber- 
some governmental organization in their 
conduct of municipal affairs. The quality 
of personnel, in fact, will be found to be 
the chief explanation of both strength and 
weakness in many of our state and local 
governments at the present time. 


“Legal considerations are largely a mat- 
ter for the specialists, but there are certain 
items of a controlling nature with regard 
to which the investor must be informed. 
Among the more important in relation to 
capacity to meet debt obligations are those 
which concern limitations on ability to tax 
and those which establish priority of claims 
on taxes collected. There is no more serious 
menace to municipal investment security, in 
fact, than the present trend of legislation to 
impose fixed limits on ad valorem taxes, in- 
cluding those levied for debt service. 


“In conclusion let me say that the devel- 
opment and application of sound standards 
for investment in municipal bonds is bound 
to serve a manifoldly beneficial purpose. Not 
only will it be productive of increased secur- 
ity for the investor, but it can be made to 
improve the quality of municipal adminis- 
tration and finance. The attitude of the 
present and prospective holders of the many 
billions of dollars of municipal bonds cannot 
help but influence profoundly the character 
of the finances and the functions of our local 
governments. If this attitude is informed, 
sympathetic and foresighted, it will redound 
to their advantage not only as investors, but 
as taxpayers and as consumers of municipal 
services as well. There is a public responsi- 
bility reflected here for the exercise of 
which there has never been a more oppor- 
tune time than the present.” 
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An 
intangible asset 


of 
tangible value 


UR experience in 
trust work constitutes the 
largest reservoir of trust 
experience in Wisconsin. 
Strictly speaking, this fund 
of experience must be 
counted an intangible asset. 
Actually, it is basic to the 
efficiency and effectiveness 
of our service, an asset of 
tangible value to our 
clients. We offer complete 
corporate and individual 
trust service ... and trust 


service exclusively. 


FIRST WISCONSIN 


TRUST 


COMPANY 
Nl — 


Unit of Wisconsin Bankshares Group 





BROOKLYN TRUST 


MAIN OFFICE: Ore NEW YORK OFFICE: 
177 Montague Street Sl Le) ie 26 Broad Street 
Brooklyn, N. Y. Ey New York, N. Y. 


Summary of Statement 
at the Close of Business, September 29th, 1934 


RESOURCES 


Cash on Hand and Due from Federal 
Reserve Bank and Other Banks . $23,782,281.91 


U.S. Government Securities . .  17,716,604.49 


Reconstruction Finance Corporation 
Re ee ae 2,000,000.00 


Municipal Bonds. .-. . . . 3990,702.92 
Other Securities . . 18,417,677.65 
Call Loans and Bankers Acceptances 16,034,412.24 
Demand Loans Secured by Collateral 9,371,346.49 $ 91,313,025.70 





Time Loans and Bills Purchased . . . . .. . 17,636,210.65 
Loans on Bonds and Mortgages . . . ... . 2,167,820.03 
Bank Buildings . . . eo ea ae 6,404,075 .66 
Customers Liability on Acceptances eee we x 2,094,573-59 
ee ee te eS eee ee ee 1,892,884.87 





$121,508,590.50 








LIABILITIES 


0 I ee en ae 
Surplus. . . be te A rk. ce: Se -d 4,000,000.00 
Undivided Profits cee Vo ee BRIE EWS] 4 1,402,2.48.45 
ER ee eee ae ae me a 8 020,504.82 


Deposits . . oe ee ee ee 97,764,997-74 
Outstanding Acceptances ee eS: ee. le 2,120,839.49 





$121,508,590.50 





One of the Oldest Trust Companies in the United States 





CHANGES IN BANKING AND TRUST FIELD 


Items to appear under this heading in the next issue should reach us on or before November 14 


ALABAMA 


Tennessee Valley Bank, Decatur, has re- 
sumed unrestricted operations with new 
capital of $250,000, which is held, except for 
qualifying shares, by trustees for the de- 
positors. Clyde Hendrix is president and 
D. F. Green, chairman. Full operation was 
also resumed at the sixteen branches of the 
bank, throughout the state. 


Rison Banking Company of Huntsville 
has been chartered to succeed the liquid- 
ating W. R. Rison Banking Company. H. M. 
Rhett continues as president of the new 
bank. 


CALIFORNIA 


Security First National Bank of Los An- 
geles announces the election of C. T. 
Wienke, formerly general auditor, to the 
vice-presidency, in charge of audit and ac- 
counting departments. Mr. Wienke came to 
the Security from the Citizens Trust Com- 
pany, Utica, N. Y., in 1923. It was also re- 
cently announced that Louis H. Moore had 
been elected a vice-president. He was at 
one time bank commissioner for the state of 


Washington. 
Will F. Morrish recently resigned as 
president and director of the Bank of 


America, N. T. & S. A. of California, 
according to announcement of A. P. Gian- 
nini, chairman of the board, who will as- 
sume the post of president. 

The Salinas branch of the Bank of Amer- 
ica will be under managership of George E. 
Saunders, vice-president, following transfer 
of William T. Rice, vice-president, to be- 
come manager of the Santa Cruz branch. 
F. W. Shields succeeds Mr. Saunders as 
manager of the Santa Maria branch. 

Whittier National Trust & Savings Bank, 
Whittier, announces the election of Lewis 
M. Sawyer as president, succeeding C. B. 
Johnson, who becomes chairman of the 
board. Mr. Sawyer, formerly vice-president, 
was at one time with the Fidelity Trust 
Company of Kansas City. M. A. MacLean, 
cashier, was also appointed to the position 
of vice-president. 

William H. Sinclair, asistant trust officer 
of the Bank of America, N. T. & S. A., has 
been transferred from Oakland to Los An- 
geles main office, where he will be in charge 
of trust new business activities. Mr. Sin- 
clair, a member of the state bar association, 
has been with the bank for seven years. 


CONNECTICUT 
South Norwalk Trust Company, South 


Norwalk, has announced the election of 
Charles E. Hoyt as president. Mr. Hoyt had 
been secretary-treasurer and trust officer 
and is secretary of the Connecticut Bankers 
Association. He succeeds the late Richard 
H. Golden. Joseph R. Taylor, vice-president, 
was made chairman of the board, and L. O. 
Wardell appointed assistant secretary. 

New Haven Bank, N.B.A., of New Haven 
has elected Gourdon Y. Gaillard, formerly 
vice-president, as president. He succeeds 
William G. Redfield, who becomes chairman 
of the board after a service of 45 years 
with the institution. George R. Willis, 
cashier, has been advanced to the vice-presi- 
dency. 


FLORIDA 


The new Exchange Bank has opened in 
St. Augustine with Herbert E. Wolfe as 
president and J. B. Dodd as executive vice- 
president. 


GEORGIA 


George L. Hardwick has been elected 
temporary president of the Hardwick Bank 
& Trust Company, Dalton. Mr. Hardwick, 
formerly vice-president, succeeds the late 
T. D. Ridley. L. Z. Speck, cashier, was made 
vice-president. 


Liberty National Bank & Trust Company, 
Savannah, has elected Nephew K. Clark, 
Savannah attorney, assistant trust officer 
and assistant cashier. W. H. Sexton has re- 
signed as trust officer to enter the invest- 
ment banking field. 


ILLINOIS 

Commercial Merchants National Bank & 
Trust Company, Peoria, has announced the 
election of George L. Luthy as president. 
Formerly vice-president and a director, he 
succeeds Judge G. T. Page, now chairman 
of the board. 

Floyd Hunt of the Continental [Illinois 
National Bank & Trust Company, Chicago, 
has been appointed chief national bank ex- 
aminer for the Chicago district. 


Arthur Heurtley, who was secretary of 
The Northern Trust Company of Chicago 
from 1890 to 1920, and for many years head 
of the trust department, died recently in 
Muscatine, Iowa. Mr. Heurtley assisted 
Byron L. Smith when they left the old 
Merchants Loan & Trust Company to or- 
ganize The Northern Trust Company in 
1889. 

Liberty National Bank, Chicago, has ap- 
pointed Victor E. Fay as head of the busi- 
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ness extension department of the bank. 

Carl E. H. Johnson, formerly assistant 
vice-president of the State Bank & Trust 
Company, Evanston, has been elected execu- 
tive vice-president of Marine National 
Bank at Erie, Pa. 

Fay Reed, title officer of Chicago Title and 
Trust Company, celebrated his forty-fifth 
anniversary with the company October 18. 
Two other veteran employees also reached 
milestones with the company this month. 
Maurice Healy completes his fortieth year 
and Frank Capp his thirty-fifth year. All of 
these men are well known to attorneys and 
real estate men. Chicago Title and Trust 
Company has an unusual record of long serv- 
ice on the part of its trained employees. 
Two have been with the company more than 
fifty years, twelve between forty-five and 
fifty years, twenty between forty and forty- 
five years, nine between thirty-five and forty 
years, fourteen between thirty and thirty- 
five years, and twenty-one between twenty- 
five and thirty years. 

IOWA 

Ben S. Summerwill has been elected pres- 
ident of the Iowa State Bank & Trust Com- 
pany which is scheduled to open shortly in 
Iowa City, with capital of $100,000. George 
J. Keller was chosen as vice-president. 

Osage Farmers National Bank, Osage, 
announces the advancement of A. T. Altick, 
formerly vice-president, to the presidency. 
He succeeds the late Karl Johnson. 

First National Bank & Trust Company, 
La Porte, announces election of James C. 
Smith as president. Mr. Smith, formerly 
chief examiner of Des Moines, Iowa, Clear- 
ing House, succeeds the late H. W. Fox. 
LOUISIANA 

Calcasieu-Marine National Bank, Lake 
Charles, has opened branches at Jennings 
and Oakdale. F. H. Griedenwise will be 
manager of the Jennings and E. H. Lam- 
bert, manager of the Oakdale branch. 

Full trust powers have been granted to 
the City National Bank of Baton Rouge and 
the Louisiana National Bank of Baton 
Rouge. 

MARYLAND 

Union Trust Company of Maryland, 
Baltimore, demonstrated an excellent record 
of management with the redemption this 
month of all of the certificates of deposit, 
issued during reorganization, four years be- 
fore maturity. This will release about $10,- 
000,000 to depositors, according to President 
Thomas B. McAdams. 

MASSACHUSETTS 

The Worcester County Trust Company 

has been organized as a consolidation of the 











Worcester Bank & Trust Company, Wor- 
cester County National Bank, Spencer Na- 
tional Bank, Second National Bank of 
Barre and North Brookfield National Bank. 
The trust company, capitalized at $3,- 
000,000, will comprise the largest commer- 
cial bank in the state outside of Boston, and 
will have approximately $35,000,000 in fidu- 
ciary accounts in its trust department. It 
will operate under the charter of the old 
Worcester Trust Company granted in 1868 
and will be a member of the Federal Re- 
serve system. Head offices will be in Wor- 
cester and branches will be maintained in 
Barre, North Brookfield and Spencer. 
Nearly three million dollars will be immedi- 
ately released to depositors of the Wor- 
cester Bank & Trust Company, without re- 
course to outside borrowing. Depositors will 
also receive class A stock redeemable at 
$21 a share to assure 100 per cent liquida- 
tion of claims. George Avery White, presi- 
dent of the Worcester Bank & Trust, is a 
director of the new institution. 

The Northern National Bank of Haver- 
hill has been chartered as a consolidation 
of the Haverhill Trust Company and the 
Merrimack National Bank. Myron L. Whit- 
comb, president of the Merrimack National, 
is president of the new bank, which is capi- 
talized at $100,000. 

MICHIGAN 

Saginaw State Bank has been organized 
at Saginaw to succeed the Peoples American 
State Bank. F. E. McWhirter, president 
of General Distributing Corp., has been 
elected president of the new bank and Eric 
F. Weineke and Henry T. Robinson have 
been appointed vice-presidents. 

National Metals Bank of Hancock, recent 
consolidation of four peninsula banks, has 
been granted full trust powers. 

First National Bank of Crystal Falls 
opened recently as a merger of the Iron 
County National and Crystal Falls National 
banks, with Herman Holmes as president 
and E. J. Oswald as vice-president. 
MINNESOTA 

Twin Cities National Bank of St. Paul 
has been consolidated with the Midway 
National Bank under the latter title, the 
new institution being capitalized at $300,- 
000. Albert L. Ritt, president of both banks, 
continues as president, and R. P. Galloway 
is vice-president. 

MISSOURI 

Security National Bank Savings & Trust 
Company, St. Louis, has announced the 
election of Norman R. Dutson as a vice- 
president. Mr. Dutson was formerly with 
Smith, Moore & Co., investment bankers. 
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MONTANA 


Daly Bank & Trust Company of Ana- 
conda has announced the election of John 
A. Sanderson, former vice-president, as 
president to succeed Edward J. Bowman, 
who becomes chairman of the board. 


NEW JERSEY 


Citizens Trust Company of Paterson has 
elected as president, Joseph F. Hammond, 
formerly vice-president and at one time 
Chief Deputy Commissioner of Banking and 
Insurance for New Jersey, prior to which 
he was with the Federal Reserve Bank of 
New York. Directors also appointed Ben- 
jamin Eastwood as first vice-president and 
Charles S. Zabriskie was promoted from 
assistant to second vice-president. 

Princeton Bank & Trust Company, 
Princeton, announces the resignation of 
Edward L. Howe from the presidency and 
the election to that position of Harrison M. 
Thomas, vice-president. Mr. Howe continues 
as chairman of the board. The bank cele- 
brated its one hundredth anniversary on 
October 13. 

Irvington Trust Company of Irvington 
announces election of Joseph Walker as 
president to succeed the late James Stout. 
Mr. Walker is head of the Joseph Walker 
Co. and has been vice-president and direc- 
tor of the bank since its organization in 
1923. 

Sussex & Merchants National Bank, New- 
ton, has elected William H. Bowerman as 
executive vice-president. He was formerly 
vice-president of the Mt. Prospect National 
Bank of Newark. 

Central Home Trust Company of Eliza- 
beth announces that William T. Ritchie, Jr., 
has been promoted to trust officer, treasurer 
and secretary. John S. Anderson succeeds 
him as assistant trust officer and W. R. 
Townsend becomes assistant secretary-treas- 
urer. 

Bloomfield Bank & Trust Company, Bloom- 
field, has absorbed the affiliated Watsessing 
Bank. 

The Seacoast Trust Company has re- 
opened at Asbury Park. 

Union County Trust Company, Elizabeth, 
announces election of George W. Bauer as 
president to succeed Clarke Whittemore, re- 
signed. Mr. Bauer had been executive vice- 
president of the company. 

NEW YORK 

Craig R. Smith has been placed in charge 
of trust solicitation for Central Hanover 
Bank and Trust Company, New York. Mr. 
Smith will also supervise advertising. He 
was graduated from Princeton, class of 


Iowa’s Largest Bank 


Qualified by 58 years of experi- 
ence to act in every recognized 
trust and corporate fiduciary 
capacity. 


lIowA-DES MOINES 


NATIONAL BANK 
& Trust COMPANY 


Affitiated with 
®MORTHWEST BANCORPORATION 





1918; was with the Packard Motor Car 
Company in Detroit from 1919 to 1924; then 
became associated with Niles-Bement-Pond 
Company. In 1926 he joined the staff of the 
Detroit Trust Company, coming to Central 
Hanover in 1928. He served in the new 
business department and received the title 
of assistant secretary in 1929. 

Irving Trust Company of New York an- 
nounces sale of its interests in the Irving 
Investors Management Company, Inc., to a 
corporation formed by three directors of the 
management company, which was purchased 
by the trust company in 1929. This invest- 
ment service consisted in management of 
three funds, principally invested in equities, 
two of which were comprised of revocable 
trust funds. Securities of the funds have a 
market value of approximately ten million 
dollars. 

Guaranty Trust Company of New York 
has given up its municipal bond department, 
except for advisory and research work, but 
continues the government bond department. 

Bankers Trust Company, New York, an- 
nounces appointment of G. H. Brewer as 
assistant trust officer and of H. H. Ripley, 
assistant treasurer, as assistant vice-presi- 
dent. 





430 


Colonial Trust. Company, New York, has 
elected P. J. Hebard, formerly assistant 
vice-president of the Bank of America, as a 
vice-president. 

Bank of New York & Trust Company, 
New York, announces appointment of Rod- 
erick McRae and Albert Simmonds, Jr., as 
assistant treasurers. 

Fiduciary Trust Company of New York 
City announces appointment of William H. 
Kelly as assistant secretary. 

Peninsula National Bank of Cedarhurst, 
L. I., has named Charles C. Adams as chair- 
man of the board and elected T. Donaldson 
Sloan and Charles Machleid, cashier, to vice- 
presidencies. 


ERNEST STAUFFEN, JR. 


Manufacturers Trust Company of New 
York City has announced the election of 
Ernest Stauffen, Jr., to the newly-created 
position of chairman of the trust committee. 
Mr. Stauffen has had extensive experience 
in trust administration, beginning his bank- 
ing career with the old Liberty National 
Bank in 1916 as vice-president. A graduate 
of Columbia College in 1904 and New York 
Law School, he became a member of the bar 
and of the law firm of Gould & Wilkie. Sub- 
sequently he was vice-president of Associ- 
ated Dry Goods Co. until joining the Liberty 
National, which later merged with the New 
York Trust Company, where he continued 
as vice-president until 1929, when he became 
chairman of the board of the Marine Mid- 
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land Corp. and later of the Marine Midland 
Trust Company. 

J. Lawrence Gilson, vice-president of the 
Manufacturers Trust Company, in charge of 
the trust department, died recently in his 
Irvington home. He had been vice-president 
of the trust company since April, 1931, fol- 
lowing a long career in engineering work 
and later in investment banking. 

The First Trust Company of Albany an- 
nounces the election of Alonzo P. Adams to 
the presidency to succeed the late John A. 
Becker. Mr. Adams had been first vice-presi- 
dent of the First Trust since its formation 
through merger of the First National Bank 
with the Albany Trust Company, of which 
later institution he was then president. It 
is also announced that Addison Keim has 
been appointed executive vice-president, and 
John A. Becker, Jr., assistant to the presi- 
dent. 

Several branch offices have been opened 
or authorized under the new Stephens Act 
recently. The Lincoln-Alliance Bank & Trust 
Company of Rochester has opened its New- 
ark, N. Y., branch and Niagara County 
National Bank & Trust Company of Lock- 
port has opened a branch at Middleport. 
Authorization has been granted to the 


Marine Trust Company of Buffalo to main- 
tain a branch in Snyder; to the Union Trust 
Company of Rochester for a branch in 
Sodus; to Lincoln National Bank & Trust 


Company of Syracuse for a branch in 
Pulaski; to New York State National Bank 
of Albany for a branch at Mechanicsville, 
and to the Manufacturers National Bank of 
Troy for a branch at Corinth. 

John Dalrymple, a member of the State 
Controller’s office at Albany, has been ap- 
pointed first vice-president of the First Na- 
tional Bank & Trust Company of North- 
port, L. I. 

NORTH CAROLINA 

Charlotte National Bank, Charlotte, an- 
nounces the election of James A. Stokes as 
a vice-president. Mr. Stokes was formerly 
vice-president and cashier of the Merchants 
& Farmers National Bank. 

Security National Bank of Greensboro 
announces the election of J. M. Sink, Jr., as 
trust officer of the Raleigh office. Mr. Sink 
had been special counsel in the liquidation 
of the North Carolina Bank & Trust Co. 

Kay Dixon, Gastonia mill executive, has 
been elected president of the new National 
Bank of Commerce of Gastonia. J. G. Read- 
ing, assistant vice-president of the South 
Carolina National Bank at Greenville, S. C., 
and T. L. Wilson, local cotton manufacturer, 

were elected vice-presidents. 
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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over fifty years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes arise 
in connection with real estate. 


Title Guarantee and Trust Company 


176 BROADWAY 
New YorRK 


175 REMSEN STREET 
BROOKLYN 





OHIO 

Joseph F. Partl, vice-president and trust 
officer of the Atlas National Bank of Cin- 
cinnati, has been elected president of the 
bank to succeed the late Charles J. Ziegler. 
Robert J. Ott has been promoted from cashier 
and assistant trust officer to Mr. Partl’s 
former positions, being succeeded by Edwin 
F. Tueting, who had been assistant cashier. 

Third National Bank & Trust Company, 
Dayton, announces election of L. E. Marcum, 
formerly assistant vice-president, as trust 
officer. He succeeds Don Switzer, recently 
resigned. 

State Bank of Defiance has elected Lee O. 
Tusticon, manager of the Defiance Crescent- 
News, as president. Laurence E. Smart, 
former state bank examiner, has been named 
executive vice-president. 

Central United National Bank, Cleveland, 
is arranging for purchase of certain assets 
of the Chagrin Falls Banking Company and 
establishment of a branch at Chagrin Falls 
under a permit recently granted. 

Southern Ohio Savings Bank, Cincinnati, 
has taken over the affiliated Southern Ohio 
Loan Company. No change of officers is con- 
templated. 


Steubenville chapter of the American In- 
stitute of Banking is presenting a course in 
trust functions as this year’s course. Samuel 
Freifield, prominent attorney and specialist 
in trust law, is instructor. 


OKLAHOMA 

First National Bank in Blackwell has been 
chartered as successor to the old First Na- 
tional Bank. R. E. Burks, vice-president of 
the old bank, is president of the new institu- 
tion which opens with $100,000 capital. 


OREGON 

Charles F. Reilly, formerly with the trust 
department of the First National Bank of 
Portland, has entered private law practice, 
specializing in income tax and trust matters. 


PENNSYLVANIA 

Fidelity Trust Company of Pittsburgh has 
announced the election of Frank F. Doak as 
vice-president and William L. Dunkle as 
assistant trust officer. Mr. Doak has been 
with the trust department for several years 
and is regarded as an authority on mortgage 
and trust matters. Mr. Dunkle had recently 
been made head of the tax department. 

M. Monroe Myers has been appointed 
cashier of the Miners National Bank of 
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Largest Fiduciary 


This company engages only 
in the trust business. It does 
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pany in Missouri. 
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ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 





Pottsville, in addition to his position of trust 
officer. Before joining the Miners National, 
Mr. Myers had been with the Girard Trust 
Company of Philadelphia. 


Marine National Bank, Erie, announces 
the election of Carl E. H. Johnson as execu- 
tive vice-president, to succeed William Beck- 
‘with, who retired from active duties after 
a service of forty-five years as president. 
Mr. Johnson comes from the State Bank & 
Trust Company of Evanston, III. 


The Union National Bank of Reading has 
been chartered to succeed the Farmers Na- 
tional Bank & Trust Company, Reading 
National Bank, West Reading Title & Trust 
Company, and Penn National Bank & Trust 
Company. Ferdinand Thun is president of 
the new bank which is capitalized at 
$1,500,000. 

City National Bank of Pottsville has re- 
ceived a charter and will succeed the Mer- 
chants National Bank, with John C. Lee as 
president. 


Lafayette Trust Company of Easton has 
moved into new quarters at Fourth and 
Northampton Streets. 

National Bank of America in Pittsburgh 
has been chartered to succeed the conserved 
bank which was the first member of the 


Federal Deposit Insurance Corp. to be re- 
stricted. T. W. Friend is the new president. 
SOUTH DAKOTA 

The Aberdeen National Bank & Trust 
Company, Aberdeen, announces the election 
of H. C. Jewett as president and director to 
succeed the late W. W. Bassett. Mr. Jewett, 
a local merchant, is a director of the indus- 
trial loan division of the Federal Reserve 
Bank of Minneapolis. Clayton Walker, 
formerly with First Bankstock Corp., in 
Minneapolis, has been made _ assistant 
cashier. 

TENNESSEE 

E. E. Murray, vice-president of Nashville 
Trust Company, was elected a vice-president 
of the Mortgage Bankers Assn. of America, 
at their recent annual convention. 

Hamblen National Bank, Morristown, has 
announced election of Herbert S. Walters, 
local contractor, as president to succeed the 
late Jesse Shelton. 

TEXAS 

Citizens National Bank opened without 
restrictions this month in Brownwood with 
capital funds of $250,000. J. F. Renfro is 
president, J. A. Wise, formerly of Hender- 
son, executive vice-president, and F. S. 
Abney, vice-president. 

VIRGINIA 

Dr. W. D. Haden, president of the Na- 
tional Bank & Trust Company, Charlottes- 
ville, was recently elected Mayor of that 
city. 

WASHINGTON 

First National Bank of Seattle, following 
acquisition of control of the First National 
Bank of Shelton, is now operating it as a 
branch, the fifth one outside of Seattle. 
Louis Weinel, cashier of the Shelton bank 
is scheduled to be manager of the branch. 

Everett Trust & Savings Bank, Everett, 
has taken over the Oak Harbor State Bank 
of Oak Harbor and is operating it as a 
branch, following removal of the Coupville 
branch to Oak Harbor. 

WEST VIRGINIA 

The Twentieth Street Bank of Hunting- 
ton has designated C. W. Littleton, first 
vice-president, as executive officer, follow- 
ing resignation of D. A. Hall as president. 
Ira C. Roe was elected second, and W. J. 
Young, third vice-president. 

Wheeling Dollar Savings & Trust Com- 
pany, Wheeling, has named S. C. Shull as 
comptroller. 

WYOMING 

The First Security Bank of Rock Springs 
has absorbed the First Security Bank of 
South Superior, also controlled by the First 
Security Company of Salt Lake City. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 29, 1934 


RESOURCES 
CasH AND Due From Banks . . . « « 6 «@ © « & 318,001,322.66 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY GUAR- 
ANTEED . . a ee ee ee 491,818,627.70 


STaTE AND Municipat SECURITIES MATURING WITHIN TWO 

I re AT es ae a a a oe eae 70,754,861.34 
Orner State AND MunicipaL SEcurRITIES . . . .. . 43,703,826.69 
OrHeR SECURITIES MATURING WITHIN TWO YEARS... 19,985, 412.23 
Feperat Reserve Bank Stock. . ..... . 8,160,000.00 
Orner Bonps anpSeEcurRITIES . ...... . 87,605 ,275.70 
Loans, Discounts AND BANKERS’ ACCEPTANCES . . . 638,363, 1 60.75 
i ke wm ll we OR 40,317,016.24 
eee weecaeeeen Ck a ee mS 1,562, 857.34 
I cer oY et a ea! gh Ge ee 4,138 ,020.72 
Customers’ AccepTANCE LIABILITY. . . . . . . 42,160 ,075.05 
TE sk we eG ae a ee ak 8,320,163.45 


$1,774,890,619.87 


LIABILITIES 

CapITAL—PREFERRED. . ... . . . . . +. $ 50,000,000.00 
Carirai—Common. . . . ss © © © © « »« 100,270,000.00 
Se ee ee eee ee ee ee ee ee ee 50,000 ,000.00 
Te a a ar 15,803 ,371.39 
RESERVE FOR CONTINGENCIES. . . . . 2. 2. s 17,221 ,803.79 
RESERVE FOR TAXES, INTEREST, ETC. . . . .. . 1,018,067.13 
mS OU ee es os Ree 
CERTIFIED AND CasHieER’s CHECKS . . . ... . 22,640,290.97 
ACCEPTANCES OUTSTANDING . . . . . . .s . 44,936,315.20 
IreMs IN TRANSIT WITH BRANCHES . . . . .. 1,364,271.44 
LiaBILITY AS ENDORSER ON ACCEPTANCES AND FOREIGN 

SRC aes ee a ee oe a 8) ak 554,153.57 
ee a a a a 4,760,155.77 


$1,774,890,619.87 


This statement does not include the statement of The Chase Bank 
with branches in Paris and the Far East or of any organization 


other than The Chase National Bank of the City of New York. 
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BOOKS AND BROCHURES REVIEWED 





Boeckh’s Manual of Appraisals 


By E. H. Boeckh, consulting valuation engineer. 
Published 1934 by The Rough Notes Company, Inc., 
Indianapolis, Ind. 271 pages, price $5.00, with a 
ten-day examination privilege, which includes a 
pad of appraisal report work sheets, a request 
blank for local index numbers, and a bulletin 
giving the comparative building cost index num- 
bers for ten types of construction in leading cities. 


The author’s discussion of appraisals and 
valuation work is general. His instructions 
and data designed to determine accurately 
investment and market values, is extremely 
interesting and should be of assistance to 
all tnose concerned with the appraisal of 
property. 

In the foreword the author says in part: 

“Appraising in general may be divided 
into two concepts of value. The first of 
these we may term the physical value, based 
on a reproduction of the physical assets. 
The second phase is the economic side, pre- 
senting current money worth of these physi- 
cal assets. There is often a wide spread 
between what we would have to pay for a 
completed property unit, and an actual re- 
production of the property. 

“Appraisal work, like the property with 
which it is concerned, is subject to deprecia- 


tion and obsolescence, and commences to lose 
its usefulness from the day it is first made. 
Three reasons for loss of usefulness are 
apparent. 

“The first and most important of these is 
variation in the unit of measurement, 
known as the dollar, by which we translate 
our appraisal into values. Due to price 
fluctuations, cost of a material or price of 
labor will vary from day to day and from 
town to town not many miles apart. 

“The second factor to be contended with 
is Depreciation, or loss of value due to the 
wearing out of those physical units that 
comprise a building. 

“The third factor is purely economic and 
is termed Obsolescence, the loss of value due 
to such causes as the going out of style of 
a property unit, and under or over improve- 
ment of a location, faulty construction or 
poor materials. 

“In the preparation of this Manual, we 
have endeavored to give it as wide and as 
long life as possible by the introduction of 
our Index Control methods, and thereby 
compensate for the fluctuation of the dollar 
unit of measurement for both time and 
place. 
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The Purple Book 
Bank Directory Service 


New Fall issue, September 1934 edi- 
tion, of Polk’s Bankers Encyclopedia 
just off press with a limited number of 
after-publication copies still available 
while they last. 


Thoroughly revised, with complete 
and correct banking data conveniently 
arranged, as well as new features to in- 
crease reference value. 


Price $15.00 per copy or $20.00 to 
include monthly supplements covering 
bank changes after publication. 


POLK’S BANKERS 
ENCYCLOPEDIA CO. 


DETROIT 
Polk Directory Bldg. 


New York 
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“The set-up for building costs has been 
made by extensive study on types and clas- 
sification. In both smaller and larger types 
of properties, we have used the cubical 
measurement method, but giving due con- 
sideration to the square foot method as a 
corrective factor. Due to the large possible 
variation in all types of construction, we 
have endeavored to set a standard based on 
the law of averages of class, and to give 
possible deviations in construction with 
their prices, so that corrections may be 
made in the analysis of value. 


“Appraisals cannot be made by rule of 
thumb. Dozens of factors must be taken 
into consideration, including the question as 
to the use to which an appraisal is to be 
put. A valuation made for insurance re- 
placement costs cannot be used for mort- 
gage loan purposes. The former is made 
only with the thought of reproduction in 
mind, while the latter must take into con- 
sideration the long term economic trends. 
Likewise, an appraisal made to determine 
manufacturing costs would not do as advice 
to a purchaser of the property. The ap- 
praiser must not only determine value, but 
he must determine the kind of value he is 
to render. 


“That experience is necessary for suc- 
cessful appraisal is obvious, but it need not 
be entirely the experience of the man mak- 
ing the appraisal. The science of valuation 
engineering is made up of collected data 
from the experience gained by scores of ap- 
praisers who have gone before, classified 
and reduced to rules.” 


The publishers state that more than three 
thousand detailed appraisals represented by 
the schedules of base cubic foot costs in this 
Manual are based on full and complete ap- 
praisal data. 


Economic Problems of the New Deal. 


By WILLARD E. ATKINS, A. A. FRIEDRICH and 
VIOLA WYCKOFF of New York University. Pub- 
lished 1934 by F. S. Crofts & Co., New York. 96 
pages, paper cover, $0.85. 


The preface reads in part: 


“The New Deal economics is an analytical 
interpretation which attempts to dissect the 
forces entering into the New Deal and to 
indicate the direction in which it is going. 
It is not an attempt at factual presentation 
or at appraisal of the New Deal as good or 
bad. The task of appraising has already 
been overdone. At best the books which ap- 
praise simply reveal the philosophy of the 
writer and the case presented by one or 
more of the pressure groups which are de- 
scribed in this volume.” 

The chapter titles follow: 

The New Deal; Revolution or Reaction?; 
Shifting Economic Power; The Embattled 
Farmer; The Growing Labor Conflict; 
Money Manipulation; Controlling the Sale 
of Securities; Toward Monopoly; The 
Plight of the Consumer; Toward Govern- 
ment Ownership of the Railroads; Taxes; 
Who Shall Pay? Our Changing Economic 
System. 


The New Monetary System of the United 

States 

Publisher: National Industrial Conference Board, 

New York. 1934; 147 pages.—$2.00. 

This publication was prepared by Dr. 
Ralph A. Young of the Wharton School of 
Finance and Commerce of the University 
of Pennsylvania, who has been associated 
with the Research Staff of the Conference 
Board in connection with the studies made 
by the Board in the field of banking and 
finance in recent years. The manuscript 
was considered critically while in prepara- 
tion by Professor Benjamin H. Beckhardt 
of Columbia University, Professors William 
J. Carson and F. Cyril James of the Uni- 
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versity of Pennsylvania, Professor Walter 
E. Spahr of New York University, and 
Professor Ray B. Westerfield of Yale Uni- 
versity. 

The study was intended to contribute to 
a clearer understanding of the present 
monetary system, “to explain and to bring 
into proper focus the basic monetary poli- 
cies of the Roosevelt Administration.” The 
first chapter is devoted to a cursory review 
of the development of gold-standard mone- 
tary systems; the second chapter contains 
a description of the new monetary system, 
as compared with the gold-standard system, 
formerly maintained by the United States; 
the third analyzes the new plan of mone- 
tary management; the fourth considers the 
implications of the new monetary program 
for national recovery and stability; the 
fifth presents the summary and conclusions. 
The concluding chapter says in part: 

“There are real and dangerous possibili- 
ties and they should be recognized and 
dealt with in advance. The future of the 
American monetary supply rests very 
largely with the Executive. Currency man- 
agement, therefore, is a political matter 
and is subject to all the political forces, 
international as well as national, though 
predominantly the latter, to which Execu- 
tive policy must give heed. For the time 
being, this can mean only one thing; that 
is extreme monetary nationalism. Definite 
commitment to such a course by so impor- 
tant a country internationally as the United 
States must necessarily result in reciprocal 
monetary nationalism by other countries, 
re-enforced by higher tariff barriers and 
more rigid trade quotas. It must also result 
in extended international currency insta- 
bility and the disruption of international 
capital flows and of debtor-creditor rela- 
tionships. Over the long run, it means a 
drying up of international trade and an 
impetus to international political friction.” 


Tax Systems of the World 

By The Tax Research Foundation. Published by 
Commerce Clearing House, Inc., Chicago. Fifth edi- 
tion—1934; $10.00. 

This digest of the tax systems of the 
United States and twenty-seven foreign 
nations is a year book of legislative and 
statistical information, formerly published 

s “Federal and State Tax Systems,” and 
includes data on all States of the United 
States, prepared under the direction of the 
New York State Tax Commission. The 
present survey is far more than a compact, 
factual reference for tax details and meth- 
ods. It is a pioneer inquiry into the possi- 
bilities of simplification and effectiveness of 
present systems, with a view toward future 
uniformity, and elimination of archaic and 
chaotic tax schemes. 

Of particular interest to trust and bank- 
ing officials are the comparative tax tables, 
by States, giving tax status of bank de- 
posits, dividends and taxation of national, 
state and private banks and trust com- 
panies. Also detailed charts are presented 
on allocation of income for tax purposes, 
corporation taxes based on income, and per- 
sonal income taxes; on security transfers 
and on property taxes. The latter is fur- 
ther divided as to collection procedure, debt 
deductions, intangibles, tangible personal 
property and real property. 

Comparative tax tables of the various 
countries surveyed include summaries of 
constitutional provisions as to powers, 
estate and inheritance taxes, income from 
securities, land and improvements, etc. 
Recent tax collections in the United States 
are shown by classifications. The local tax 
systems are briefed under each state with 
citations, basis, measure and rate of tax 
listed under the appropriate tax title. For 
comparative purposes, provisions relating to 
a particular type of tax are summarized 
for each state and for the foreign countries. 
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Economic Planning and the Tariff—An Essay 


on Social Philosophy. 

By JAMES GERALD SMITH, associate professor 
of economics in Princeton University. To be pub- 
lished October 30, 1934, by Princeton University 
Press, Princeton, N. J. 33 pages; price $3.00. 


The purpose of this book is to review 
the general idea of economic planning. 

The author discusses the policies which 
have been tried out or proposed, and finds 
little good in any of them. It might be said, 
somewhat inaccurately but the more vividly 
perhaps, that to his mind American business, 
which has clamored for panaceas and pro- 
tection, might better have asked for a good 
five-cent cigar and free trade. Dr. Smith, 
however, does not look at the situation in 
the spirit of the free-trader philosophy of 
the past century, but in the perspective of 
present-day conditions, particularly in the 
United States, and with full appreciation of 
the social and economic trends of modern 
society towards a greater measure of col- 
lectivism as distinct from the laissez faire 
era. He contends that  trade-restriction 
policies, whether under the New Deal or 
under the G. O. P., have all been bad, a 
menace to economic progress and world 
peace, and—which from the purely material- 
istic point of view is even worse—quite 
futile. 

In the preface the author says in part: 

“The author’s critical views of economic 
planning and price-fixing schemes are not 
to be interpreted as an attack upon the New 
Deal Administration as such. The issues 
which are discussed in this book transcend 
partisan lines. It is recognized, moreover, 
that maladjustments persisting since the 
World War seem definitely to dictate the 
temporary application as palliatives, of 
measures, not only of control, but perhaps 
even of more positive direction of competi- 
tive forces. We had, by 1932, gone so far 
with ill-advised economic planning that it is 
quite reasonable to presume the necessity of 


counter-applied economic planning, in order 
to retrace the false steps and start anew on 
the right road. If this is the position taken 
by the New Deal, the present author’s criti- 
cisms of it would be merely as to certain 
phases of it—notably the monetary phases. 
The author has no inclination to condemn 
the New Deal so far as it is an attempt to 
devise ‘planning’ in the sense of a well bal- 
anced and consistent national policy. 

“It was desired in writing this book to keep 
the essay material of the text clear of purely 
descriptive factual material. The arguments 
stand out more clearly in their logical bear- 
ing by this procedure. However, it was con- 
sidered desirable to include in a series of ap- 
pendixes this descriptive factual material 
which the writer believes supports the posi- 
tion which is taken in the text of the book. 

The book is well indexed. 


Federal Securities Act Procedure 

By J. K. LASSER, C. P. A., of N. Y¥. and N. J., 

and J. A. GERARDI, member of the Bar of Dis- 

trict of Columbia. Published 1934 by McGraw-Hill 

Book Company, Inc., New York. 388 pages, price 

$4.00. 

The authors trace the historical back- 
ground of the Federal Securities Act and 
then analyze and dissect it into its com- 
ponent elements. They conclude that the 
Act is well fitted to serve the purposes for 
which it was intended. 

The effects of the Act on the investor are 
treated from the standpoint of the rights 
that accrue to him and the manner in which 
they may be enforced. 

There is a detailed discussion of the re- 
quirements for and exemptions from regis- 
tration, and also chapters on the prepara- 
tion and compilation of the registration 
statement. The various possibilities of lia- 
bility of underwriters, bankers, brokers, di- 
rectors, and partners are set forth. The 
book also contains a discussion of the legal 
theories devised by the Act. 





MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 


September 29, 1934. 


RESOURCES 


Cash and Due from Banks $ 75,029,076.67 
U.S. Government Securities 182,990,951.63 


(Includes Bonds Guaranteed by the United 
States Government) 


State and Municipal Bonds 21,918,104.21 
Other Securities 49,203,044.53 
Loans and Bills Purchased 165,890,195.00 
Mortgages 25,570,322.00 
Banking Houses 15,690,196.29 
Other Real Estate Equities... ... 4,498,336.19 
Customers’ Liability for Acceptances 17,836,831.86 
Accrued Interest and Other Resources 4,550,751.03 


$563,177,809.41 


LIABILITIES 


Capital $ 32,935,000.00 
Surplus and Undivided Profits .... 10,297,483.19 
Capital Notes 25,000,000.00 
Reserves 21,716,742.07 
Dividend (Payable October 1, 1934) . 411,687.50 
Outstanding Acceptances 19,841,079.37 
Deposits 452,975,817.28 


$563,177,809.41 
HARVEY D. GIBSON, President 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 
Member New York Clearing House Association 





The trend of the managerial policy of 


this Bank is in the direction of increased 
efficiency and better service. Such a 
policy inevitably produces a gradually 


increasing volume of business. 


By routing your items through us you 
.are assured of prompt advices and quick 
returns. Our large volume enables us to 
operate at a minimum per-item cost, 
which is reflected in the mutual value of 


your account. 


ooo RHE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 
Capital and Surplus $30,000,000 
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Mortgage Principles as Seen by 
Life Insurance President 

The experience of life insurance com- 
panies with mortgage loans since 1929 
has emphasized certain well-established 
principles, said Arthur F. Hall, presi- 
dent of the Lincoln National Life In- 
surance Company, in an address before 
the Mortgage Bankers Association of 
America, October 5. These principles 
Mr. Hall summarized as follows: 

1. “The loan correspondent should never 
conceal the true status of a loan by advanc- 
ing taxes or interest. If the loan is not in a 
healthy condition, the creditor should be 
among the first to recognize the condition. 

2. “The percentage loaned to appraised 
value should vary with the position of gen- 
eral business in the economic cycle. When 
prices and construction costs are abnor- 
mally high, appraisals should be made on an 
ultra-conservative basis and the percentage 
of the appraised value loaned should be cor- 
respondingly lower; otherwise, the loans 
will be adversely affected by a period of 
declining prices. 

3. “The percentage of appraised value 
loaned should take into consideration the 
regulations in the various states as to the 
redemption period. Obviously, in a state 
which ‘has an unreasonably long period of 
redemption, the amount invested increases 
during the period when the company does 
not have control of the property. 

4. “Income should be of paramount con- 
sideration in the making of mortgage loans. 
The depression again clarifies the distinc- 
tion between what may be termed an invest- 
ment mortgage and a speculative mortgage. 
A mortgage upon a property worth three or 
four times the amount loaned is not neces- 
sarily a desirable loan. More important than 
the apparent equity is the stable income- 
producing quality of the property and its 
general utility. 

5. “The depression has again in many un- 
expected ways demonstrated the unsound- 
ness of an excessive loan upon a property 
on the strength of the borrower’s financial 
condition. Very frequently the borrower’s 
condition changes as the business depression 
becomes more acute. Again, in the depres- 
sion, we have often had to forego a defi- 
ciency judgment against a person whom we 
regarded as a substantial borrower, just 
because the courts refused to give us such 
relief and wade us feel that we should look 
more and more to the security upon which 
we made our original loan. * * * 

6. “There is a further reason dating back 
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to 1921 and the slight business recession in 
agriculture which set in at that time. It has 
to do with the lending of funds in competi- 
tion with governmental agencies. In view 
of the fact that such agencies are largely 
supported by the state, and less considera- 
tion given by the state to questions of risks 
undertaken and expenses involved than is 
given by the private individual lending his 
own funds, the competition of the body 
politic has had a tendency to reduce interest 
rates and to inject careless and unsound 
practices into the investment field. 

7. “The depression has again proved the 
value of amortization of principal, a custom 
already long followed by many life insur- 
ance companies. The amortization period 
should allow not only for depreciation of the 
property but also for obsolescence of facili- 
ties and location. The advantage of such 
loans is that they teach the borrower that 
a mortgage loan is not a permanent loan and 
that it ultimately must be repaid. Too fre- 
quently in the past, borrowers have come to 
assume that mortgages will be renewed 
from period to period without any reduction 
of the principal.” 


Would Revise Compensation 
Plan of Mortgage Bankers 


Adoption of definite principles of compensa- 
tion by mortgage bankers was recommended 
by H. M. Hawkins, president of Common- 
wealth, Inc., Portland, Ore., in an address 
before the Mortgage Bankers Association 
of America, at Chicago, October 5. 

Mr. Hawkins divided mortgage bankers 
into three classes. “One class,” he said, “and 
perhaps the most important, is made up of 
the mortgage bankers who represent a large 
trust investor such as a life insurance com- 
pany, or a savings bank, upon some kind of 










































an agency basis. The second class is com- 
prised of those who devote themselves to 
placing investments for individuals, usually 
upon a brokerage basis. In the third class 
are the bankers who assume direct responsi- 
bility to the investing public usually through 
the sale of their debentures secured by mort- 
gages in which the issuer of the debentures 
is the mortgagee. 

“The responsibilities, the duties, the moral 
and legal obligations of these three classes 
vary infinitely in their detail. Fundamen- 
tally the first class is controlled in the con- 
duct of its business by moral responsibilities 
of a very high degree, by legal obligations 
of comparative insignificance. The second 
class is frequently devoid of obligation to 
those whose money he lends, either moral or 
legal. Whenever the mortgage banking busi- 
ness is conducted upon a strictly brokerage 
basis, the purchase of the mortgage con- 
cludes all obligations. The extent of the 
moral obligations of the third class is un- 
important because its legal obligations are 
so complete as to compel, from self interest, 
the rendition of full service until the loan 
has been paid. 

“Our business has developed in a more or 
less haphazard manner, its practices have, 
like Topsy, ‘just growed.’ We all know that 
the agency relationship between the mort- 
gage banker and the large trust investor, 
is usually determined not upon established 
principals recognized and accepted as sound 
by both parties to the contract, but more 
frequently this relationship is determined as 
a result of trading between the two, each 
seeking the better of the bargain and both 
accepting, by way of compromise, such 
arrangement as may ultimately be attained. 
The fault of this condition may be attrib- 
uted as much to the large trust investor as 
to the mortgage man. It is questionable 
whether the large trust investor has had 
any clearer comprehension of the services 
he may justly require of his agent or of 
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the proper compensation to be paid for such 
services, than has the mortgage banker.* ** 

“What happened in the past is of unim- 
portance except as it serves as a guide for 
the future. It is my thesis that the mortgage 
banker should adopt either one of two pos- 
sible relationships to those whose money he 
invests. Either he should conduct his busi- 
ness upon a strict brokerage basis, receiv- 
ing final compensation at the time of the 
purchase of the mortgage and thereafter 
declining any service in connection with the 
loan, or he should assume definite obliga- 
tions in connection with the servicing of the 
loan to its maturity, to the cost of which 
due consideration should be given and for 
which compensation in a reasonable amount 
should be agreed upon. 

“The broker method requires no further 
consideration. The agency method does. As to 
this, it is my belief that measuring compen- 
sation upon acommission basis is unsound. 
It is unsound because the compensation 
is determined arbitrarily. Due consider- 
ation is not given to the service which will 
be required over a long period of years and 
for service not yet performed there is pre- 
payment. The measuring of compensation 
by an interest differential, however, is sound 
in principle. The agent receives during each 
year of the life of the loan, compensation 
sufficient to pay him for service rendered 
and to return to him a fair profit. Upon 
cessation of the interest differential because 
of foreclosure, the agent, if he is called upon 
to service the foreclosed property, should be 
paid such fee as will enable him to protect 
efficiently the interests of his client and as 
will compensate for the cost of the service 
rendered plus a reasonable profit. 

“If these principles are sound, it is in- 
evitable that they will become generally 
adopted in our profession. That they are 
sound is suggested by the fact that they are 
now in process of adoption and, in certain 
fields, have long existed.” 
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With the union of two pioneer Minneapolis institutions 
to form the Northwestern National Bank and Trust 
Company, the Trust Department of the Minnesota Loan 
and Trust Company has become an integral unit of the 
new and greater Northwestern. The complete trust 
service built up during more than a half century of suc- 
cessful experience, further developed and strengthened, 
is at your command for the handling of estate and cor- 
porate fiduciary matters in the Northwest. 
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Risk-Rating of Mortgages 


Plans for a system of risk-rating of 
home mortgages to be put into effect by 
FHA, as well as plans for checking the 
valuation of homes back of the mortgages 
under Federally supervised mutual mort- 
gage insurance, were outlined by Fred- 
erick M. Babcock, chief of the appraisal 
section of FHA, construction and real 
estate division, in an address deliv- 
ered before the American Institute of 
Real Estate Appraisers at a special con- 
ference of the Institute’s entire member- 
ship. 

Public importance of the risk-rating is 
seen from the fact that premiums to be 
paid by institutions applying for insur- 
ance will be determined by the loan 
classification. The lower-risk mortgages 
are to get lower premium rates. 

“The loan-rating problem is of signifi- 
cance equal to or greater than the prob- 
lem of valuing the physical properties 
back of mortgages presented for insur- 
ance,” Mr. Babcock said. Principal fea- 


tures of the system of risk-rating, nec- 
essarily subject to revision, are now 
ready, he stated, and the regulations and 
forms to be used in the rating process are 
being prepared. 

“The proposed plan involves an incisive 
analysis of hazard. The major categories 
of risk are treated separately and then 
combined to indicate a final risk-rating. 
In our plan of organization, regional of- 
fices will be established (forty or fifty 
are contemplated) to appraise security 
and rate loans.” 


The will of the late Percy A. Rockefeller, 
dated in 1927 and recently probated in 
Greenwich, Conn., appoints the National 
City Bank of New York as co-executor and 
co-trustee of his entire estate. By the terms 
of the will, the estate is to be held in trust 
for his widow, and the income payable to 
her during life. The principal is thereafter 
to be divided among the five children. No 
estimate was given as to the value of the 
estate. 
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Newly organized, edited and printed, the 
BANK LAW FEDERAL SERVICE in two 
big volumes is the logical answer to the banker’s 
need for a dependable reporter on the increas- 
ingly complex subject of Federal Bank law. Its 
two units cover thoroughly (1) the National 
Bank Act, related laws, and all Federal Reserve 
topics, including the law, regulations, annota- 
tions, personnel, discount rates, and (2) the 
New Deal measures relative to financing and 
refinancing, monetary regulations, etc. A 
wealth of annotations, regulations, forms and 
official and editorial comments accompany the 
basic laws and collateral subjects. 

Twenty-four division guide cards, the Topical 
Index and Finder Tables, the Division Tables 
of Contents and Cumulative Indexes, the Leg- 
islative Record, Bibliography and Table of 
Cases make its content swiftly accessible. Com- 
prehensive, the BANK LAW FEDERAL 
SERVICE is also easy to use. 


Kent Discusses Tax Collection 


Policies Before Accountants 


Tax collection policies were discussed at 
some length by Arthur H. Kent, special 
counsel in the office of the Assistant 
General Counsel for the Bureau of In- 
ternal Revenue, before the American So- 
ciety of Certified Public Accountants, at 
Atlantic City, October 4. 

“The authority to promulgate Treas- 
ury Regulations and Decisions,” Mr. 
Kent said, “is a power greater in its ex- 
tent than is generally realized. Its exer- 
cise involves legislation as well as inter- 
pretation. The rulings of the Assistant 
General Counsel interpreting the revenue 
laws may go far to vitalize the dry bones 
of the statutory text or, on the contrary, 
to nullify the legislative intent. * * * 

“It is no proper function of admin- 
istration to pass judgment upon the wis- 
dom or the constitutionality of acts of 
Congress. In the framing of new regu- 
lations, legislative intent will not be de- 
feated by restrictive interpretation of 
statutes merely because a more natural 


interpretation may give rise to some 
doubts as to constitutional validity. In 
the absence of authoritative decisions 
definitely establishing unconstitutional- 
ity, it will be presumed that the law in 
the form in which Congress enacted it is 
a valid law and the constitutional ques- 
tions will be left to the courts to decide. 

“The policies of protection of the 
revenues and strict adherence to the 
mandates of the statutes reasonably in- 
terpreted have led to considerable restric- 
tions in the compromise of tax, interest, 
or penalty liabilities and in the granting 
of extensions of time for payment of de- 
ficiencies. The power to compromise 
vested by statute in the Secretary, as 
interpreted, is a fiscal power and as such 
properly exercisable only on the basis of 
fiscal considerations, viz., doubt as to the 
liability of the taxpayer or as to the 
collectibility of the tax. It should be re- 
membered that Congress has given tax 
obligations a preference as to assets and 
priority of payment over general credi- 
tors of the taxpayer. It has decreed that 
such obligations shall not be affected by 
discharge in bankruptcy. These provi- 
sions necessitate, we believe, a policy of 
strict collection. Hence insolvency, much 
less financial stringency, of the taxpayer 
does not ipso facto create a ground for 
compromise, if by reason of statutory 
preference or liens the amount of the 
tax can in fact be collected. So-called 
“equities” or reasons of “public policy” 
are thereby excluded from considera- 
mm °° 

“The revenue acts create no statutory 
right in favor of taxpayers to an exten- 
sion of time in which to pay deficiencies. 
They merely authorize the Commissioner, 
with the approval of the Secretary, to 
grant such extensions upon certain con- 
ditions and where ‘undue hardship’ would 
result from enforcing immediate pay- 
ment. Manifestly mere inconvenience to 
the taxpayer is not sufficient under the 
statute. The burden is upon him to 
establish something more than the degree 
of hardship or financial embarrassment 
which payment of taxes normally 
creates. * * * 

“In two important instances the Bu- 
reau has modified its policy (re alleged 
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fraud) in the direction of greater sever- 
ity. A taxpayer who has been guilty of 
fraud must do more than make a volun- 
tary disclosure thereof and pay the de- 
ficiency in tax to avert criminal prosecu- 
tion. He must now pay as well the civil 
penalty of 50 per cent of the tax and in- 
terest at the rate of 12 per cent fixed by 
the statute. Would anyone assert that 
such a penalty constitutes a cruel and 
unusual punishment or that its severity 
is disproportionate to the gravity of the 
offense? Something more than voluntary 
confession is necessary to discourage 
fraud on the revenues. 

“The other sharp reversal of policy 
has to do with fictitious sales. The policy 
is based upon the premise that the use 
of purely colorable or fictitious sales of 
stocks or other securities for the purpose 
of establishing deductible losses in a 
fraud on the revenues and should be 
dealt with in the same manner as other 
species of fraud and deception. The tax- 
payer who sells his securities in good 
faith at a loss has nothing to fear if he 
claims a deduction, but it must be a sale, 
not a mere semblance of one. * * * The 
present policy simply insists that the ap- 
pearance of sale is not enough, unless 
intent to sell and good faith be pres- 
“*r* 

“The Treasury, being vested with the 
powers and duties of the tax gatherer, 
can never hope for popularity nor per- 
haps, for general understanding. * * * 
Its present policies in tax administration 
are animated by a high sense of its great 
responsibility for the integrity of the 
revenue system which forms the corner- 
stone of economic solvency and future 
reconstruction.” 


Cost of State Government 


The cost of State government in the United 
States increased from $1,310.3 million in 
1923 to $2,499.0 million in 1932, or 90.7 
per cent., according to an investigation of 
State finances made by the National Indus- 
trial Conference Board. The cost per capita 
in the same period rose from $11.75 to $20.02, 
or 70.4 per cent. State expenditures increased 
more rapidly than those of other govern- 
ments. 

The percentage of total State govern- 
mental costs in the nine-year period was as 
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follows: highways, 35.4 per cent.; education, 
27.1 per cent.; charities, hospitals, and cor- 
rections, 12.9 per cent.; general government, 
5.8 per cent.; interest, 4.4 per cent.; develop- 
ment of natural resources, 3.8 per cent.; pro- 
tection, 3.7 per cent.; conservation of health, 
1.7 per cent.; public service enterprises, 0.8 
per cent.; recreation, 0.6 per cent., and mis- 
cellaneous, 3.8 per cent. In this period, South 
Dakota paid in interest 18.5 per cent. of all 
its expenditures, and North Dakota spent on 
public service enterprises 29.1 per cent. of 
all its expenditures. 


Newspapers Favorable 
“Practically all of the States report a 


very favorable understanding between 
bankers and newspapers,” Don E. Warrick, 
secretary of the Indiana Bankers Associa- 
tion, reported at the State secretaries sec- 
tion meeting of the American Bankers As- 
sociation convention October 24. 

Mr. Warrick pointed out, however, “that 
one important newspaper editor calls at- 
tention to the fact the bankers have courted 
the editor whereas the reporter is in most 
cases the editor’s contact with the com- 
munity world where he resides.” 
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Unauthorized Practice of Law—A Handbook 
for Lawyers and Laymen 


By FREDERICK C. HICKS, professor of law, Yale 

Law School, and ELLIOTT R. KATZ, member of 

the Connecticut Bar. Published 1934 by American 

Bar Association, Chicago, Ill. 213 pages, price $1.00 

The closing remark in a foreward by John 
G. Jackson, Chairman of the Committee on 
Unauthorized Practice of the Law, Amer- 
ican Bar Association follows: 


“One other point perhaps should be made 
in this foreword. In the prevention of the un- 
lawful practice of the law statutes imposing 
a penalty on corporations and unlicensed in- 
dividuals undertaking to practice law are 
obviously desirable and should be enacted 
in states where no such legislation exists. 
It is important, however, first, that such 
statutes should not contain exceptions in 
favor of any class of business, for inevi- 
tably such exceptions will so expand as to 
make the statute ineffective; second, they 
should not undertake to define the practice 
of the law, for definitions undertaking this 
have been universally found to be self-limit- 
ing and to invite evasion. Whether or not 
a particular course of conduct constitutes 


the practice of law should be left to the 
courts for determination.” 

Excerpts from the remarks of the com- 
pilers follow: 

“They have therefore confined their ef- 
forts to the presentation of authentic mate- 
rial which may serve as the basis for in- 
dividual judgments, as the necessity for 
decision arises anywhere in the United 
States. What has been written about the 
subject is listed in the bibliography; what 
legislatures and courts have done about it, 
is recorded in reprints of statutes and di- 
gests of cases; and what interested organ- 
izations have done cooperatively about it is 
shown by all of these and by the statements 
of policy that have been agreed upon. These 
four kinds of material make up the Hand- 
book’s four parts. * * * 

“Part one of the book contains the per- 
tinent state statutes, given in full detail. 
Part two is a digest of cases, summarizing 
in a short paragraph or two the opinion in 
every decided case on this subject. Part 
three sets out in haec verba the declarations 
of principles which have been entered into 
by fiduciaries, generally as a result of nego- 
tiations with bar associations or bar asso- 
ciation committees, strictly limiting and 
defining what will be regarded as ethical 
for their members to do in the field of pre- 
paring wills, trust agreements, escrow 
agreements, conveyances, and so forth. Part 
four is a bibliography of the general sub- 
ject.” 


September Life Insurance Production 


New life insurance production for Sep- 
tember, 1934, was 4.5 per cent less than for 
September of last year. For the first nine 
months of this year, however, the volume 
of new production showed an increase of 
11.1 per cent over the corresponding period 
of 19338. 

This was revealed by a report forwarded 
by The Association of Life Insurance Presi- 
dents to the United States Department of 
Commerce for official use. The report sum- 
marizes the new paid-for business records 
—exclusive of revivals, increases and divi- 
dend additigns—of forty-two companies hav- 
ing 83 per cent of the total life insurance 
outstanding in all United States legal re- 
serve companies. 

For September, the total new business of 
all classes written by the forty-two com- 
panies was $551,556,000 against $577,776,000 
during September of 1933, a decrease of 
4.5 per cent. New ordinary insurance 
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amounted to $359,534,000 against $374,643,- 
000, a decrease of 4 per cent. Industrial 
insurance amounted to $170,935,000 against 
$180,105,000, a decrease of 5.1 per cent. 
Group insurance was $21,087,000 against 
$23,028,000, a decrease of 8.4 per cent. 


For the first nine months of the year, the 
total new business of these companies was 
$6,395,381,000 this year against $5,758,- 
935,000 last year—an increase of 11.1 per 
cent. New ordinary insurance amounted to 
$4,168,626,000 against $3,813,276,000—an 
increase of 9.3 per cent. Industrial insur- 
ance amounted to $1,865,454,000 against 
$1,711,549,000—an increase of 9 per cent. 
Group insurance amounted to $361,301,000 
against $234,110,000—an increase of 54.3 
per cent. 


Would Improve Insurance Data 


A special committee of the American Life 
Convention, consisting of 127 life insurance 
companies, recently met with the officials of 





Alfred M. Best Company, publishers of 
“Best’s Insurance Reports,” for the purpose 
of determining the best means to be em- 
ployed in giving the public complete, accur- 
ate and understandable information as to 
the condition, affairs and practices of life 
insurance companies, suplementing official 
reports, which necessarily are technical and 
not easily understood by the public. 


There have been several conferences 
within the past few weeks in New York and 
Chicago, attended by executives of many im- 
portant insurance companies. The commit- 
tee and the Best Company officials entered 
upon and continued these discussions in a 
spirit of co-operation with the single pur- 
pose of determining what will best serve the 
interests of the policyholders, life insurance 
companies and the business as a whole. 


These discussions will be continued, to the 
end that further progress may be made in 
making available to the public complete in- 
formation, without technicalities, of all es- 
sential matters affecting the life insurance 
business. 
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